CUSTOMS SIMPLIFICATION ACT 


HEARINGS 
BEFORE THE 
COMMITTEE ON FINANCE 
UNITED STATES SENATE 
KIGHTY-SECOND CONGRESS 


SECOND SESSION 


H. R. 5505 


AN AGT TO AMEND CERTAIN ADMINISTRATIVE PROVI 
SFONS OF THE TARIFF ACT OF 1930 AND RELATED 
LAWS, AND FOR OTHER PURPOSES 


UNITED STATES 
GOVERNMENT PRINTING OFFICBR 
WASHINGTON : 1952 





Tex 


Tes 


COMMITTEE ON FINANCE 


WALTER F. GEORGE, Georgia, Chairman 
TOM CONNALLY, Texas EUGENE D. MILLIKIN, Colorado 
HARRY FLOOD BYRD, Virginia ROBERT A. TAFT, Ohio 
EDWIN C. JOHNSON, Colorado HUGH BUTLER, Nebraska 


CLYDE R. HOEY, North Carolina EDWARD MARTIN, Pennsylvania 
ROBERT S. KEKR, Oklahoma JOHN J. WILLIAMS, Delaware 
J. ALLEN FREAR, JR., Delaware RALPH E. FLANDERS, Vermont 


ELIZABETH B. SPRINGER, Chief Clerk 
II 








CONTENTS 





Text of H. R. 5505 l 
Testimony of 
Acer, Victor A., vice president, Spencer Kellogg & Sons, Ine., Buffalo, 
N..¥ 279 
Altschuler, Benjamin M., counsel, Customs Brokers and Forwarders 
Association of America, Inc 2 
Anthony, Richard H., secretary, the American Tariff League 12: 
Armstrong, Jan, assistant to the president, Eldorado Oil Works 2 
Beiter, Alfred F., national president, National Customs Service 


~ 


Hm we CO 


Association 270 
Bennett, Fred, chairman, import and customs committee, Commerce 

and Industry Association of New York, Ine 82 
Bennett, Julia D., director, Washington office, American Library 

Association 231 
Berkowitz, Max, codirector, National Authority for the Ladies 

Handbag Industry 217 


greckenridge, John, the Dehydrated Onion and Garlic Industry 
of America 


232 
Canfield, Robert E., American Paper and Pulp Association, New York 
N. Y b6 
Casey, James H., executive secretary, National Association of Leather 
Glove Manufacturers 249 
Cohen, Samuel Harris, attorney, Pocketbook Workers Union, AFL 224 
Colburn, J. Bradley, Association of the Customs Bar 135 
Dailey, H. Warner, secretary, Pin Clip and Fastener Association 168 
Gordon, John B., secretary, bureau of raw materials for American 
Vegetable Oils and Fats Industries 280 
Graham, Hon. John 38., Assistant Secretary, Department of the 
Treasury, accompanied by Philip Nichols, Jr., General Counsel, 
Renegotiation Board; W. R. Johnson, Assistant to the Com- 
missioner of Customs, and Charles McNeill, Assistant General 
Counsel 14 
Grinberg, P. Irving, executive vice chairman, Jewelers Vigilance 
Committee, Inc 202 
Hinckley, Hugh F., Associated Representation of Staffordshire Potters 104 
Hooker, R. W., Synthetic Organic Chemical Manufacturers Associa- 

. tion, and the Manufacturing Chemists Association LS4 
Huston, Howard, American Cvanamid Co 186 
Jones, Rowland, Jr., president, American Retail Federation 60 
Lerch, John G., Lamb and Lerch 150 
Linder, Hon. Harold J., Deputy Assistant Secretary of State for Eco 

nomic Affairs, Department of State 32 
Martin, Robert F., executive secretary, Vitrified China Association 170 
Mercer, Walter J., president, Hudson Shipping Co., Ine 174 
Miller, Charles C., director of public relations, Rubber Manufacturers 

Association, Ine 149 
Moss, Harry A., Jr., executive secretary, American Knit Handwear 

Association, Ine 247 
O’ Mahoney, Hon. Joseph C., United States Senator from the State of 

Wyoming _- 251 
Pickrell, Eugene R., represemting Carbie Color and Chemical Co., Ine., 

and Sandoz Chemical Works, Ine_- 179 
Pinkussohn, Lewis A., Jr., assistant secretary, Camillus Cutlery Co 171 
Radcliffe, Harry 8., executive vice president, National Council of 

American Importers, Ine 193 
Ray, John, chairman, Import and Customs Committee, Detroit Board 

of Commerce 69 


IIt 








IV CONTENTS 


Text of H. R. 5505—Continued 
Testimony of—Continued 
Rothschild, Louis, executive director, National Association of Retail 
Clothiers and Furnishers 
Shapiro, Benjamin, président, National Handbag and Accessories 
Salesman’s Association, Ine 
outhard, Hon. Frank A., Jr., special assistant to the Secretary of the 
Treasury 7 
Strackbein, O. R., chairman, National Labor-Management Council 
on Foreign Trade Police, 
Tavlor, Wayne C., consultant, Mutual Security Agency 





~ 


Cipton, Stuart G., general counsel, Air Transport Association of 


Tomkins, Allerton de Cormis, committee on trade barriers, United 

tates Council, International Chamber of Commerce 

Tyre, A. C., Importers Association, Inc., Chicago, Ill 

Walinsky, Ossip, president, International Handbag, Lugg: 
Yovelty Workers’ { hnion 

Wellman, Arthur O., president, Nichols & Co., Ine 


Additional information submitted by 


St 


jc 
Ic 





\ir Trarsport Association of America: Statement of Stuart G. Tipton, 


general counsel 


American Association of Nurserymen, Ine., Washington, D. ¢ 
Statement of Richard P. White, executive secretary 

American Chamber of Commerce for Trade with Italy, Ine., Ne 
York, N. Y¥.: Statement of Walter J. Mereer, director 

American Cyanamid Co., New York, N. Y.: Letter from Howard 
Huston, vice president, to chairman, April 22, 1952 

American Farm Bureau Federation: Letter from John ¢ Lyn 
legislative director, to chairman, April 21, 1952 

American Retail Federation 

Advertisement from New York Times 





vland Jones, Jr., presi lent 


L\merican Tariff League: Conversion of foreign currencies nd 


n’s Association, merchandise divison: Letter 


fy chairman, committee on bonded warehouses 
a chairman, Mav 1, 1952 
\ and Fats Industries: Brief of John B, Go I 
ecretaryv, bureau of raw materials 
American Wateh Association, Inc.: Statement of S. Ralph La 
reside 
\ssociated Representatives of Staffordshire Potter Stateme: 
| I Hi CRICY 
Association of the Customs Bar: Statement of J. Bradley Colburn 


| ok Manufacturers Insti ute, [ne New York, N \ Let er fron 


J. Ravmond Tiffany to chairman, with enclosures, April 28, 1052 


Boston Wool Trade Association: Telegram from Ralph J. Keiti 
president, to Hon. Leverett Saltonstall, April 21, 1952 
Boudin, Cohn, and Glieckstcein: Letter from Samuel Harris Cohe: 


committee, May 2, 1952, transmitting statement in behalf of Pock« 
book Workers Union, AFL 

California Fig Institute, the: Statement of John Breckenridas 

California Stevedore and Ballast Co., San Francisco, Calif.: Lett 
from J. G. Ludlow, vice president and general manager, to c 
man. December 20, 1951 

Camillus Cutlerv Co., Camillus, N. Y.: Letter from Alfred B. Kast«r 
chairman of the board, April 15, 1952 

Carpet Institute, Inc.: Statement of Merrill 4. Wetson, president 

(Chamber of Commerce of the United Stetes: Letter from Claret 
R. Miles, manager, department of governmental affairs, to ch: 
man, January 23, 1952 

Close & Stewart, Spokane, Wash.: Tetter from Ralph M. Clos« 
Hon. Harry P. Cain, February 11, 1952 


93 


es 


io 
91 


bo bo 
o 8) 


98 
191 
176 
186 
109 


61 


63 


IG 


D4 


106 


142 


303 


») 

> ~~ 
— 
old 
9° 
ov 


307 





CONTENTS V 


Additional information submitted by—Continued Pa 
Com neree and Industry Association of New York, New York, N. Y.: 
Letter from Vincent J. Bruno, manager, import division, world 
trade department, to clerk, April 29, 1952, transmitting recom- 
mended changes 311 
Statement of Fred Bennett, chairman, import and customs com- 
mittee RA 
Commerce Department: Letter from Charles Sawyer, Secretary, to 
chairman, April 29, 1952 305 
Curtis & Tompkins, Ltd., San Francisco, Calif.: Letter from H. de 
Bussieres, vice president, to Ian Armstrong, Eldorado Ir Works 
San Francisco, Calif., April 25, 1952 279 
Customs Brokers and Forwarders Association of America, Ine., New 
York, N. Y.: Statement of Benjamin M. Altschuler, cour 215 
Dehvdrated Onion and Garlic Industry of America, the: Briefs filed 
before the United States Tariff Commission under the provisions of 
section 337 of the Tariff Act of 1930 236 
Detroit Board of Commerce, Letroit, Mich.: 
Resolution la 
Statement of John C. Ray, chairman, import and « ms CO 
mittee 71 
Export Managers Club of New York, Inc., the: Letter from Oren O 
Gallup, executive vice president, to chairman, April 21, 1952 113 
Fountain Pen and Mechanical Pencil Manufacturers’ Associatior 
Inec.: Statement of Frank L. King, executive secretary 300 
Hunter, Hon, Allan O.: Remarks in House of Representatives, May 
12, 1952 241 
Iiiinois Manufacturers’ Association, Chieago, Ill.: Letter from 
James L. Donnelly, executive vice president, to chairman, January 
31, 1952 50 
Importers Association, Inc., Chicago, Ill.: Statement of A, C. Tvre 93 
International Chamber of Commerce, Inc., New York, N. Y.: State 
ment and proposed revisions of Allerton de Cormis Tompkin 77 
Jewelers Vigilance Committee, Inc.: Letter from P. Irving Grinberg, 
executive vice chairman, to chairman, transmitting statement 
and letter to Commissioner of Customs, Mareh 25, 1952 206 
Joseph Magnin Co., Ine., San Francisco, Calif.: Letter from Cyril 
Magnin, vice president, to Hon. William Knowland, April 21, 1952 301 
Kansas City Chamber of Commerce, Kansas City, Mo.: Letter from 
Arthur QO. Terrel, chairman, foreign-trade committee, to chairman, 
February 28, 1952 53 
Lerch, John QG.: 
Brief submitted to House Committee on Ways and Means 151 
Data on small industries that have been injured by imports 
within a recent period 164 
Legislative history—application of ad valorem rates of duty 153 
Metropolitan Stevedore Co., San Ffanecisco, Calif.: Letter from J. G 
Ludlow, president, to chairman, December 20, 1951 35 
Mundt, Hon. Karl k.: Letter to chairman, April 22, 1952 113 
National Association of Retail Clothiers and Furnishers, Washington, 
D. C.: Statement of Louis Rothschild, executive director 223 
National Association of Waste Material Dealers, Ine., New York, 
N. Y.: Letter from Clinton M. White, executive vice president, to 
chairman, April 1, 1952 54 
National Association of Wool Manufacturers: Statement of Edwin 
Wilkinson, executive vice president 291 
National Council of American Importers, Ine.: Statement of Harry 8. 
Radcliffe, executive vice president 197 
National Council of Farmer Cooperatives, Washington, D. C.: Letter 
from John J. Riggle, assistant secretary, to chairman, April 23, 
1952 : 184 
National Federation of American Shipping, Ine.: Letter from A. 1 
Krebs, counsel, to chairman, April 25, 1952 192 


National Foreign Trade Council, Inec., New York, N. Y.: Letter from 
William 8. Swingle, president, to chairman, February 4, 1952 49 








VI 





CONTENTS 


Additional information submitted by—Continued Page 


2 


National Institute of Oilseeds Products: Statement of Jasper Bell 
before the House Ways and Means Committee, on H. R. 1535, 
August 17, 1951__- ais SR a Mt ed a é 39 

National Labor-Management Council on Foreign Trade Policy: 

Excerpts from hearings before the House Committee on Ways 
and Means - - - . . ; oe 117 


Legislative history de 120 

Text of H. R. 3711, Eighty-second Congress, Ist session ; ; 122 
National Milk Producers Federation, Washington, D. C.: Letter from 

Charles W. Holman, secretary to chairman, May 1, 1952 306 


National Retail Dry Goods Association: Statement of George Hansen, 
president 110 
National Trade Wool Association: Telegram from Hugh Monro, 
president, to Hon. Leverett Saltonstall, April 21, 1952 24 
National Wool Growers Association: Statement 315 
New York Board of Trade, Inc., New York, N. Y.: Letter from 
Charles M. Macauley, chairman, drug, chemical, and allied trades 
section, to chairman, April 22, 1952 111 
Nichols & Co., Ine.: Table showing imports into United States for 
consumption of wool and hair tops from Argentina, Uruguay, and 
all countries 212 
O’Mahoney, Hon. Joseph C.: 
Letter from Osear B. Ryder, Chairman, United States Tariff 
Commission, April 28, 1952, transmitting memorandum re 
preferential exchange rates in Argentina and Uruguay and the 


effect of United States imports of wool tops 253 
Press release relating to correspondence with John S. Graham, 
Assistant Seeretary of the Treasury, February 27, 1952 268 
Pacific Coast Renderers Association, Emeryville, Calif.: Resolution 
and memorandum 38 
Pocketbook Workers Union, AFL: Statement of Samuel Harris 
Cohen, attorney 312 
Princeton University, Princeton, N. J.: Letter from Lawrence Heyl, 
associate librarian, to Hon. H. Alexander Smith, February 29, 1952 5% 
Pureell Co., The, Lexington, Ky.: Letter from Lynn E. Grogan, vice 
pre ident. to Hon. Tom Underwood, March 28, 1952 54 
R. F. Downing & Co., Ine., New York, N. Y.: Letter from W. H. Van 
Hoesen, president, to chairman, April 17, 1952 57 
Sandoz Chemical Works, Ine., New York, WN. Y.: Letter from FE 
Schneeberger to chairman, January 3, 1952 35 


State Department: Letter from Jack K. MeFall, Assistant See> tary, 
April 24, 1952, transmitting conv of letter to R. L. Doughton, 
1irman, House Committee on Wavs and Means, March 28, 1952, 
and note from Indonesian Embassy, February 25, 1952 293 
Tacoma Vegetable Oils, Ine., Tacoma, Wash.: Letter from E. L. 
Westenhaver, vice president, to Hon. Harry P. Cain, January 2, 
1952 37 
Toilet Goods Association, Ine., The, New York, N. Y.: Letter from 
S. L. Mayham, executive vice president, to chairman, February 21, 
1952 o| 
Treasury Department: 
Prepared statement of Hon. John S. Graham, Assistant Secre- 





tary 25 
Statisties on stocks of wool in Argentina and Uruguay 24,32 
Underwear Institute, New York, N. Y.: Statement of Rov A. Cheney, 
president 305 
U. 8S. Customs Inspectors’ Association, Port of New York: Letter 
from John J. Murphy, president, to chairman, April 29, 1952 314 
Williams Clarke Co., Wilmington, Calif.: Letter from James Clarke 
to chairman, Januarv 26, 1952 418 


CUSTOMS SIMPLIFICATION ACT 





CUSTOMS SIMPLIFICATION ACT 





TUESDAY, APRIL 22, 1952 


Unrrep STates SENATE, 
CoMMITTER ON FINANCE, 
Washington, D. C. 
The committee met, pursuant to call, at 10 a. m., in room 312, 
Senate Office Building, Senator Clyde R. Hoey presiding. 
Present: Senators Hoey, Butler of Nebraska, and Williams. 
Also present: Elizabeth B. Springer, chief clerk: and Serge N. 
Benson, professional staff member. 
Senator Hory. The committee will please come to order. 
The hearings today are on the customs simplification bill, H. R. 
5505. That bill will be inserted in the record at this point: 
(The bill referred to, H. R. 5505, is as follows:) 


[H. R. 5505, 82d Cong., Ist sess.] 


AN ACT To amend certain administrative provisions of the Tariff Act of 1930 and related 
laws, and for other purposes 


Be it enacted by the Neonate and House of Re pres ntatives of the l nite d States 
of America in Congress assen bled, 


SHORT TITLE AND EFFECTIVE DATE 


SecTion 1. This Act may be cited as the “Customs Simplification Act of 1951” 
and shall be effective, except as otherwise specially provided for, on and after 
the thirtieth day following the date of its enactment. 


TABLE OF CONTENTS 


Sec 1. Short title and effective date 
Sec. 2. Antidumping and countervailing duties. 
See. 3. Repeal of special marking requirements 
Sec. 4. Repeal of certain obsolete reciprocal provisions 
Sec. 5. American goods returned 
Sec. 6. Free entry provisions for travelers 
Sec. 7. Free entry for noncommercial exhibitions. 
Sec. 8. Temporary free entry for samples and othe: articles under bond 
Sec. 9. Supplies and equipment for vessels and aircraft 
’ 


Sec. 10. Drawback on export of imports not ordered 
Sec. 11. Administrative exemptions. 

Sec. 12. International traffic and rescue work. 

Sec. 13, Value. 

Sec. 14. Signing and delivery of manifests 

Sec. 15. Certified invoices and informal entries 

Sec. 16. Verification of documents. 

Sec. 17. Amendment of eutries and duties on undervaluation. 
Sec. 18. Commingled merchandise. 

Sec, 19. Correction of errors and mistakes, 

Sec. 20. Conversion of currency. 


Sec. 21. Customs supervision. 

Sec. 22. Conversion of processing taxes to import taxes. 
Sec. 23. Saving clause 

Sec. 24. Relation to G. A. T. T 


\NTIDUMPING AND COUNTERVAILING DUTIES 
Seo. 2. (a) Section 201 (a) of the Antidumping Act, 1921 (U. S. C., 1946 


edition, title 19, see. 160 (a)), is amended by inserting “or retarded” after 
“is prevented.” 
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(b) Section 202 (a) of the Antidumping Act, 1821 (U. S. C., 1946 edition, 
title 19, sec. 161 (a)), is amended by changing the period at the end thereof 
te a comma and adding “less an amount equal to any countervailing duty im- 
posed on the merchandise by reason of a payment or bestowal of a bounty or 
grant.” 

(c) Section 303 of the Tariff Act of 1980 (U.S. C., 1946 edition, title 19, 
sec, 1303), is amended by inserting after the words “corporation shall” in the 
first sentence the words “through multiple official rates of its exchange in terms 
of United States dollars, or otherwise,” and by changing the period at the 
end of the first sentence to a comma and adding “less an amount equal to any 
special dumping duty imposed on the merchandise. Such countervailing duty 
shall be imposed only if the Secretary of the Treasury shall determine, after 
such investigation as he deems necessary, that an industry in the United States 
is being or is likely to be injured, or is prevented or retarded from being estab 
lished, by reason of the imyportation into the United States of articles or mer 
chandise of the class or kind in respect of which the bounty or grant is paid 
or bestowed. The exemption of any exported article or merchandise from a 
duty or tax imposed on like articles or merchandise when destined for con 
sumption in the country of origin or exportation, or the refunding of such a 
duty or tax, shall not be deemed to constitute a payment or bestowal of a 
bounty or grant within the meaning of this section.” 


REPEAL OF SPECIAL MARKING REQUIREMENTS 


Sec. 3. (a) Paragraphs 28, 354, 345, 357, 358, 359, 360, 361, and 1553 of the 
Tariff Act of 19380 (U. 8S. C., 1946 edition, title 19, sec. 1001, pars, 28, 354, 355, 


orn » 


$57, 858, 359, 869, 361, and 1553) are amended as follows: 

Paragraph 28 is amended by deleting from subparagrah (f) “the immediate 
container and”. 

Paragraph 354 is amended by deleting the second proviso 

Paragraphs 355, 357, 3858, 359, 360, and 3861 are amended by deleting the provisos. 

Paragraph 1553 is amended by deleting both provisos. 

(b) Section 2934 of the Revised Statutes (U. S. C., 1946 edition, title 19, 
sec. 154) is repealed. 





REPEAL OF CERTAIN OBSOLETE RECIPROCAL PROVISIONS 


Sec. 4. (a) Paragraph 812 of the Tariff Act of 1930 (U.S. C., 1946 edition, 
title 19, sec. 1001, par. 812) is amended by deleting the proviso relating to the 
importation of spirits in certain containers, 

(b) Section 320 of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19, 
sec. 1520), relating to reciprocal agreements covering advertising matter, is 
repealed. 

AMERICAN GOODS RETURNED 


Sec. 5. Paragraph 1615 (f) of the Tariff Act of 1930, as amended (U.S. C., 1946 
edition, title 19, sec. 1201, par. 1615 (f)), is further amended by adding at the 
end thereof the following new sentences: “When because of the destruction of 
customs records or for other cause it is impracticable to establish whether 
drawback was allowed, or to determine the amount of drawback allowed, on 
a reimported article except under subparagraph (e), there shall be astessed 
thereon an amount of duty equal to the estimated drawback and internal-revenue 
tax which would be allowable or refundable if the imported merchandise used 
in the manufacture or production of the reimported article were dutiable or 
taxable at the rate applicable to such merchandise on the date of importation, 
but in no case more than the duty and tax that would apply if the article were 
originally imported. In order to facilitate the ascertainment and collection of 
the duty provided for in this subparagraph, the Secretary of the Treasury is 
authorized to ascertain and specify the amounts of duty equal to drawback or 
internal-revenue tax which shall be applied to articles or classes or kinds of 
articles, and to exempt from the assessment of duty articles or classes or kinds 
of articles excepted under subparagraph (e) with respect to which the collection 
of such duty involves expense and inconvenience to the Government which is 
disproportionate to the probable amount of such duty.” 
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FREE ENTRY PROVISIONS FOR TRAVELERS 


SEc. 6. Paragraph 1798 of the Tariff Act of 1930, as amended (U.S. C., 1946 
edition, title 19, sec. 1201, par. 1798), is further amended to read as follows: 
“Park. 1798. (a) Professional books, implements, and tools of trade, occupation, 
or employment, when imported by or for the account of any person arriving in 
the United States by whom or for whose account they were taken abroad. 
“(b) In the case of any person arriving in the United States who is not a 
returning resident thereof 
“(1) wearing apparel, articles of personal adornment, toilet articles, and 
similar personal effects; all the foregoing, if actually owned by and in the 
possession of such person abroad at the time of or prior to his departure 
for the United States, and if appropriate for his own personal use and 
intended only for such use and not for any other person nor for sale; 
*“(2) automobiles, trailers, aircraft, motorcycles, bicycles, baby carriages, 
bouts, horse-drawn conveyances, horses, and similar means of transportation, 
and the usual equipment accompanying the foregoing; any of the foregoing 
imported in connection with the arrival of such person and to be used in 
the United States only for the transportation of such person, his family and 
guests, and such incidental carriage of articles as may be appropriate to his 
personal use of the conveyance: and 
“(3) not exceeding $200 in value of articles accompanying such a person 
who is in transit to a place outside United States customs territory and who 
will take the articles with him to such place. 
“(c) In the case of any person arriving in the United States who is a re- 
turning resident thereof 
“(1) all personal and household effects taken abroa 
account and brought back by him or for his account ; and 


» ] 


by him or for his 


‘(2) articles (including not more than one wine gallon of alcoholic 


Rall 
beverages and not more than one hundred cigars) acquired abroad as an 


incident of the journey from which he is returning, for his personal or house- 
hold use, but not imported for the account of any other pers 


m nor intended 
lations of the Secretary of the 
Treasury, up to but not exceeding in aggregate value 


for sale, if declared in accordance with reg 





“(A) $200, if such person arrives from a contiguous country which 
maintains a free zone or free port (see subparagraph (d)), or arrives 
from any other country after having remained beyond ‘the territorial 
mits of the United States for a period of not less than forty-eight 
hours, and in either case has not claimed an exemption under this sub- 
division (A) within the thirty days immediately preceding his arrival; 
and 

‘(B) $300 in addition, if such person has remained beyond the ter- 
ritorial limits of the United States for a period of not less than twelve 
days and has not claimed an exemption under this subdivision (B) 
within the six months immediately preceding his arrival 

“(d) In the case of persons arriving from a contiguous country which main 
tains a free zone or free port, if the Secretary of the Treasury deems it necessary 
in the public interest and to facilitate enforcement of the requirement that the 
exemption shall apply only to articles acquired as an incident of the foreign 
journey, he shall prescribe by special regulation or instruction, the application 


of which may be restricted to one or more ports of entry, that the exemption au 
thorized by subdivision (2) (A) of subparagraph (¢) shall be allowed only to 
residents Who have remained beyond the territorial limits of the United States 
for not less than a specified period, not to exceed twenty-four hours, and after 
the expiration of ninety days after the date of such regulation or instruction 
allowance of the said exemption shall be subject to the limitation so prescribed. 

“(e) All articles exempted by this paragraph from the payment of duty shall 
be exempt also from the payment of any internal-revenue tax imposed on or by 
reason of importation 

“(f) If any jewelry or similar articles of personal adornment having a value 
of $800 or more which have been exempted from duty under subdivision (1) of 
subparagraph (b) or any article which has been exempted from duty under 
subdivision (2) (B) of subparagraph (c) is sold within three years after the date 
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of importation, or if any article which has been exempted from duty under sub- 
division (2) of subparagraph (b) is sold within one year after the date of im- 
portation, without prior payment to the United States of the duty which would 
have been payable at the time of entry if the article had been entered without the 
benefit of this paragraph, such article, or its value (to be recovered from the 
importer), shall be subject to forfeiture. A sale pursuant to a judicial order or 
in liquidation of the estate of a decedent shall not be subject to the provisions of 
this subparagraph. 

“(¢) The Secretary of the Treasury shall prescribe methods and regulations 
for carrying out the provisions of this paragraph. No exemption provided for 
in this paragraph shall be applied to any article which is not declared in accord- 
ance with such regulations.” 


FREE ENTRY FOR NONCOMMERCIAL EXHIRTIIONS 


Sec. 7. (a) Paragraph 1809 of the Tariff Act of 1980 (U.S. C., 1946 edition, 
title 19, sec. 1201, par. 1809) is amended by inserting “within five years after the 
date of entry hereunder” after “used contrary to this provision” and by inserting 
“within such five-year period” after “at any time.” 

(b) The conditions of any bond in force on the effective date of this Aci 
in respect of articles previously entered under the provisions of paragraph 1S09 
or the corresponding provisions of any Tariff Act prior to the Tariff Act of 1930 
shall be deemed to have been satisfied upon the effective date of this Act or upon 
the expiration of five years from the date such articles were entered, whichever is 
later, except with respect to any violation which has oecurred or which shall 
have occurred before such time. 


TEMPORARY FREE ENTRY FOR SAMPLES AND OLHER ARTICLES UNDER BOND 


See. 8S. (a) (1) The part of section 308 of the Tariff Act of 1980, as amended 
(U.S. C., 1946 edition, title 19, sec. 1308S), preceding the numbered items is amend- 
ed to read as follows: “The following articles, when not imported for sale or for 
sale on approval, may be admitted into the United States under such rules and 
regulations as the Secretary of the Treasury may prescribe, without the pay 
ment of duty, under bond for their exportation within six months from the 
date of importation, which period, in the discretion of the Secretary of the 
Treasury, may be extended, upon application, for one or more further periods 
which, when added to the initial six months, shall not exceed a total of three 
years :” 

(2) This amendment shall be effective with respect to articles imported be 
fore or after this section becomes effective but shall not be effective with re 
spect to any article for which the six-month period, or a lawful extension 
thereof, has expired before the effective date of this amendment. 

(b) Section 308 (5) of the Tariff Act of 19380, as amended (U. S. C., 1946 
edition, title 19, sec. 1308 (5)), is further amended to read as follows: 

“(5) Automobiles, motorcycles, bicycles, airplanes, airships, balloons, 
boats, racing shells, and similar vehicle and craft, and horses, and the usual 
equipment of the foregoing; all the foregoing which are brought tempo- 
rarily into the United States by nonresidents for the purpose of taking part 
in races or other specific contests ;” 


SUPPLIES AND EQUIPMENT FOR VESSELS AND AIRCRAFI 


Sec. 9. (a) Sections 309 (a) and 309 (b) of the Tariff Act of 1930, as amended 
(U. S. C., 1946 edition, title 19, sec. 1509 (a), (b)), relating to articles for 
certain vessels and aircraft are further amended to read as follows: 

“(a) EXEMPTION From Duties aNnp TAxes.—Articles of foreign or domestic 
origin may be withdrawn, under such regulations as the Secretary of the Treas 
ury may prescribe, from any customs bonded warehouse or from continuous 
customs custody elsewhere than in a bonded warehouse, free of duty and 
internal-revenue tax, or from any internal-revenue bonded warehouse, from any 
brewery or from any winery premises or bonded premises for the storage of 
wine, free of internal-revenue tax— 

“(1) for supplies (not including equipment) of (A) vessels of war or 
public aircraft of the United States, (13) vessels of the United States em 





ployed in the fisheries or in the whaling business, or actually engaged in 
foreign trade or trade between the Atlantic and Pacific ports of the United 
Seas 
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aircraft registered in the United States and actually engaged in foreign 
trade or trade between the United States and any of its possessions; or 

“(2) for supplies (including equipment) or repair of (A) vessels of war 
of any foreign nation, or (B) foreign vessels employed in the fisheries or in 
the whaling business, or actually engaged in foreign trade or trade be- 
tween the United States and any of its possessions, where such trade by 
foreign vessels is permitted ; or 

“(3) for supplies (including equipment), ground equipment, maintenance, 
or repair of aircraft registered in any foreign country and actually engaged 
in foreign trade or trade between the United States and any of its pos- 
sessions, where trade by foreign aircraft is permitted. With respect to 
articles for ground equipment, the exemption hereunder shall apply only 
to duties and to taxes imposed upon or by reason of importation. 

“(b) Drawpack.—Articles withdrawn from bonded warehouses, bonded manu- 
facturing warehouses, or continuous customs custody elsewhere than in a bonded 
warehouse and articles of domestic manufacture or production, laden as sup- 
plies upon any such vessel or aircraft of the United States or laden as supplies 
(including equipment) upon, or used in the maintenance or repair of, any such 
foreign vessel or aircraft, shall be considered to be exported within the meaning 
of the drawback provisions of this chapter.” 

(b) Section 317 (b) of the Tariff Act of 1980, as amended (U.S. C., 1946 edition, 
title 19, sec. 1317), is amended to read as follows: 

“(b) The shipment or delivery of any merchandise for use as supplies (includ- 
ing equipment) upon, or in the maintenance or repair of any vessel or aircraft 
described in subsection (a) (2) (A) and (B), or (a) (3) (A), of section 309 
of this Act, or for use as ground equipment for any aircraft described in subsee- 
tion (a) (3) (A) of section 309 shall be deemed an exportation within the 
meaning of the customs and internal-revenue laws applicable to the exportation 
of such merchandise without the payment of duty or internal-revenue tax. 
With respect to merchandise for use as ground equipment, such shipment or 
delivery shall not be deemed an exportation within the meaning of the internal- 
revenue laws relating to taxes other than those imposed upon or by reason of 
importation.” 

DRAWBACK ON EXPORT OF IMPORTS NOT ORDERED 


Sec. 10. (a) Seetion 318 (c) of the Tariff Act of 1930, as amended (U.S. C., 
1946 edition, title 19, sec. 1318 (c)), is further amended by inserting “or shipped 
without the consent of the consignee” after “sample or specifications” and by 
substituting “ninety days” for “thirty days.” 

(b) Section 318 (i) (2) of the Tariff Act of 1930, as amended (U. S. C., 
1946 edition, title 19, sec. 1818 (i) (2)), is further amended by inserting “, or 
shipment without the consignee’s consent,” after “sample or specifications.” 


ADMINISTRATIVE EXEMPTIONS 


Sec. 11. Section 321 of the Tariff Act of 1980, as amended (U. S. C., 1946 
edition, title 19, see, 1321), is amended to read as follows: 


“SEC, 321. ADMINISTRATIVE EXEMPTIONS. 


“(a) Subject to such exceptions and under such regulations as the Secretary 
of the Treasury shall prescribe, collectors shall disregard any difference of less 
than $5 between the total estimated duties or taxes deposited, or the total 
duties or taxes tentatively assessed, with respect to any entry of merchandise 
and the total amount of duties or taxes actually accruing thereon. 

“(b) Subject to such exceptions and under such regulations as the Secretary 
of the Treasury shall prescribe, articles (not including alcoholic beverages, manu- 
factured tobacco, snuff, cigars, or cigarettes) shall be admitted free of duty 
and of any tax imposed on or by reason of inyportation in the following cases: 

“(1) When the articles are on the person or in the accompanying baggage 


iggi 
of an individual arriving in the United States who is not entitled to any 
exemption from duty or tax under paragraph 1798 (c) (2) of this Act and 
the aggregate value of such articles is not over $10, if the articles are in- 
tended for the personal or household use of such individual and not for sale, 
or $5 in any other case. This exemption shall not be allowed to any person 
more than once in one day. 

“(2) When the articles are imported otherwise than on the person or in 
the accompanying baggage of an individual arriving in the United States and 
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the aggregate value of all articles in the shipment is not over $10, if the 
articles are intended for the personal or household use of the consignee and 
not for sale, or $5 in any other case. The privilege of this subdivision shall 
not be granted to any C. O. D. shipment or in any case in which merchandise 
covered by a single order or contract is forwarded in separate lots to secure 
the benefit of this subdivision. 

“(c) The purpose of this section is to avoid expense and inconvenience to the 
Government disproportionate to the amount of revenue that would otherwise be 
collected. Therefore, the Secretary of the Treasury is authorized by regulations 
to diminish any dollar amount specified heretofore in this section and to pre- 
scribe exceptions to any exemption provided for in this section whenever he finds 
that such diminutions or exceptions are consistent with the purpose above 
stated, or are for any reason necessary to protect the revenue or to prevent 
unlawful importations.” 


INTERNATIONAL TRAFFIC AND RESCUF WORK 


Sec. 12. The Tariff Act of 1930, as amended, is further amended by adding 
immediately following section 321 (U. 8. C., 1946 edition, title 19, sec. 1821) a 
new section reading as follows: 

“SEC. 322. INTERNATIONAL TRAFFIC AND RESCUE WORK. 

“(a) Vehicles and other instruments of international traffic, of any class 
specified by the Secretary of the Treasury, shall be granted the customary excep- 
tions from the application of the customs laws to such extent and subject to such 
terms and conditions as may be prescribed in regulations or instructions of the 
Secretary of the Treasury. 

“(b) The Secretary of the Treasury may provide by regulations or special 
instructions for the admission, without entry and without the payment of any 
duty or tax imposed upon or by reason of importation, of— 

“(1) aircraft, equipment, supplies, and spare parts for use in searches, 
rescues, investigations, repairs, and salvage in connection with accidental 
damage to aircraft; 

“(2) fire-fighting and rescue and relief equipment and supplies for emer- 
gent temporary use in connection with conflagrations; and 

“(3) rescue and relief equipment and supplies for emergent temporary 
use in connection with floods and other disasters. 

Any articles admitted under the authority of this subsection and used otherwise 
than for a purpose herein expressed, or not exported in such time apd manner 
as may be prescribed in the regulations or instructions herein authorized, shall be 
forfeited to the United States,” 

VALU! 


Sec. 13. (a) Section 402 of the Tariff Act of 1950, as amended (U. 8S. C., 1946 
edition, title 19, sec. 1402), is further amended to read as follows: 


“SEC. 402. VALUE. 


“(a) Basis.—Except as otherwise specifically provided for, the value of im- 
ported merchandise for the purposes of this Act shall be 

“(1) the export value; 

“(2) if the export value cannot be ascertained satisfactorily, then the 
United States value; 

“(3) if neither the export value nor the United States value can be ascer- 
tained satisfactorily, then the comparative value; 

“(4) if neither the export value, the United States value, nor the com- 
parative value can be ascertained satisfactorily, then the constructed value; 
or 

“(5) in the case of an article with respect to which there is in effect under 
section 336 a rate of duty based upon the American selling price of a domestic 

article, then the American selling price of such domestic article. 

“(b) Exporr VaLtvge.—The export value of imported merchandise shall be the 
market value or the price, at the time of exportation to the United States of the 
merchandise undergoing appraisement at which such or similar merchandise is 
freely sold or offered for sale in the principal markets of the country of exporta- 
tion, in the usual wholesale quantities and in the ordinary course of trade, for 
exportation to the United States, plus, when not included in such price, the cost 
of all containers and coverings of whatever nature and all other charges and 
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expenses incidental to placing the merchandise in condition, packed ready for 
shipment to the United States. 

*“(e@) UNiTep Srates VALuse.—The United States value of impor ted merchandise 
shall be the price, at the time of exportation to the United States of the merchan 
dise undergoing appraisement, at which such or similar merchandise is freely 
sold or offered for sale in the principal market of the United States for domestic 
consumption, packed ready for delivery, in the usual wholesale quantities and in 
the ordinary course of trade, with allowances made for 

“(1) any commission paid or agreed to be paid on merchandise secured 
otherwise than by purchase ; or, on merchandise secured by purchase or agree- 
ment to purchase, the addition for profit and general expenses usually made 
by sellers in such market on imported merchandise of the same class or kind 
as the merchandise undergoing appraisement; 

‘(2) the usual costs of transportation and insurance and other usual e) 
penses from the place of shipment to the place of delivery, not including any 
expense provided for in (1); and 

“(3) the ordinary customs duties and Federal taxes estimated to be pay 
able on such or similar merchandise by reason of its importation or for which 
vendors at wholesale in the United States are ordinarily liable 

“If such or similar merchandise was not so sold or offered at the time of ex 
portation of the merchandise undergoing appraisement, the United States value 
shall be ascertained or estimated, subject to the foregoing specifications of this 
subsection, from the price at which such or similar merchandise is freely sold or 
offered for sale at the earliest date after such time of exportation but before the 
expiration of ninety days after the importation of the merchandise undergoing 
appraisement. 

“(d) COMPARATIVE VALUE.—-The comparative value of imported merchandise 
shall be the equivalent of the export value as nearly as such equivalent may be 
ascertained or estimated on the basis of the export or United States value of othe 
merchandise from the same country which is comparable in construction 


in ane 


priate adjust- 


use with the merchandise undergoing appraisement, with appré 
ments for differences in size, material, construction, texture, or othe 
“(e) CONSTRUCTED VALurE.—The constructed value of imported merchandise 

shall be the sum of 
‘(1) the cost of materi 


i 





adiiferences, 





als and of fabrication or other processing of any 
kind employed in producing’ such or similar merchandise, at a time preceding 
the date of exportation of the merchandise undergoing appraisement which 
would ordinarily permit the production of that particular merchandise in 
the ordinary course of business ; 

“(¥) an addition for general expenses and profit equal to that which 
producers in the country of production whose products are exported to tl 


United States usually add in sales, in the usual wholesale 


quantities and 
in the ordinary course of trade, of merchandise of the same general clas 
or kind as the merchandise undergoing appraisement ; and 

(3) the cost of all containers and coverings of whatever nagure, and all 
other charges and expenses incidental to placing the mercl 


tndise under 


going appraisement in condition, packed ready for shipment to the United 
States 





“(f) AMERICAN SELLING Prick.—The American selling price of any article 
manufactured or produced in the United States shall be the price, including 
the cost of all containers and coverings of whatever nature and all other 


charges and expenses incident to placing the merchandise in condition packed 
ready for delivery, at which such article is freely sold or offered for sale for 
domestic consumption in the principal market of the United States, in 
nary course of trade and in the usual wholesale quantities, or the 
the manufacturer, producer, or owner would have received or was 
receive for such merchandise when sold for domestic consumption 


the ordi 
price that 
willing to 
in the ordi 
hary course of trade and in the usual wholesale quantities, at the time of exporta 
tion of the imported article. 

“(g) Taxes.—The value of imported merchandise ascertained or estimated it 
accordance With this section shall not include the amount of any internal tax 
applicable within the country of origin or exportation, from which the 
chandise undergoing appraisement has been exempted or has 
relieved by means of refund 


mer 


een or will be 


“(h) DEFINITIONS As used in this section, the following 


terms shall have 
the meanings respectively indicated: 
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“(1) ‘Freely sold or offered for sale’-—sold or offered to all purchasers 
at wholesale without restrictions as to the disposition or use of the mer- 
chandise by the purchaser, except restrictions as to such disposition or use 
which (A) are imposed or required by law, or (B) limit the price at which 
or the territory in which the merchandise may be resold, or (C) do not 
substantially affect the value of the merchandise to usual purchasers at 
wholesale. 

“(2) ‘Ordinary course of trade’—the conditions and practices which, for 
a reasonable time prior to the exportation of the merchandise undergoing 
appraisement, have been normal in the trade under consideration with respect 
to merchandise of the same class or kind as the merchandise undergoing 
appraisement. 

“(3) ‘Purchasers at wholesale’—purchasers who buy in the usuul whole- 
sale quantities for industrial use or for resale otherwise than at retail; or, 
if there are no such purchasers, then all other purchasers for resale who 
buy in the usual wholesale quantities ; or, if there are no purchasers in either 
of the foregoing categories, then all other purchasers who buy in the usual 
wholesale quantities. 

“(4) ‘Such or similar merchandise’—the merchandise undergoing ap- 
praisement shall be considered ‘such’ merchandise, and other merchandise 
shall be considered ‘such’ merchandise if— 

“(A) it is identical in physical characteristics and was produced in the 
same country by the same person, or 

“(B) when no value meeting the requirements of the definition of 
value under consideration can be ascertained or estimated under (A), the 
merchandise is identical in physical characteristics and was produced 
by another person in the same country. 

Merchandise shall be considered ‘similar’ to the merchandise undergoing 
appraisement if it is not within the foregoing definition of ‘such’ merchan- 
dise but— 

“(C) it was produced in the same country as the merchandise under- 
going appraisement, by the same person, of like materials, is used for 
the same purpose, and is of approximately equal commercial value, or 

“(D) when no value meeting the requirements of the definition of 
value under consideration can be ascertained or estimated under (C), 
the merchandise is correspondingly similar and was produced by another 
person in the same country. 

“(5) ‘Usual wholesale quantities’—the quantities usually sold in the class 
of transactions in which the greater aggregate quantity of the ‘such or 
similar merchandise,’ in respect of which value is being ascertained or esti- 
mated, is sold in the market under consideration.” 

(b) Paragraph 27 (c) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec. 1001, par. 27 (c)), is amended by changing “subdivision (g¢)” to “subdivision 
(f)” and by changing “subdivisien (e)” to “s bdivision (c).” 

(c) Paragraph 28 (c) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec, 1001, par. 28 (c)), is amended by changing “subdivision (g)” to “subdivision 
(f)” and by changing “subdivision (e)” to “subdivision (¢).” 

(d) Section 336 (b) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 


~~ ” 


sec. 1836 (b)), is amended by changing “section 402 (g)” to “section 402 (f).” 


‘ 


SIGNING AND DELIVERY OF MANIFESTS 


Sec. 14. Section 431 of the Tariff Act of 1980 (U. S. C., 1946 edition, title 19, 
sec. 1431) is amended by designating the matter now therein as subsection (a) 
and by adding a new subsection to read as follows: 

“{b) Whenever a manifest of articles or persons on board an aircraft is 
required for customs purposes to be signed, or produced or delivered to a customs 
officer, the manifest may be signed, produced, or delivered by the pilot or person 
in charge of the aircraft, or by any other authorized agent of the owner or 
operator of the aircraft, subject to such regulations as the Secretary of the 
Treasury may prescribe. If any irregularity of omission or commission occurs 
in any way in respect of any such manifest, the owner or operator of the aircraft 
shall be liable for any fine or penalty prescribed by law in respect of such ir- 
regularity.” 

CERTIFIED INVOICES AND INFORMAL ENTRIES 


Sec. 15. (a) Section 482 (a) of the Tariff Act of 19830 (U. S. C., 1946 edition, 
title 19, sec. 1482 (a)) is amended by substituting “required pursuant to section 
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484 (b) of this Act to be certified” for “covering merchandise exceeding $100 in 
value” in the first clause. 

(b) Section 498 (a) (1) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 
19, sec. 1498 (a) (1)) is amended to read as follows: 

“(1) Merchandise, imported in the mails or otherwise, when the aggregate 
value of the shipment does not exceed such amount, not greater than S250, 
as the Secretary of the Treasury shall specify in the regulations, and the 
specified amount may vary for different classes or kinds of merchandise or 
different classes of transactions :” 

(Cc) S ion 4°S8 (a) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec. 1498 (a)) is further amended by deleting the word “and” at the end of sub- 
division (10); by deleting the period at the end of subdivision (11) and substi- 
tuting therefor *; and”; and by adding after subdivision (11) a new subdivision 
to read as follows : 

*(12) Merchandise within the provisions of paragraph 1631 of this Act.” 


VERIFICATION OF DOCUMENTS 


Sec. 16. Section 486 of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19, 
sec. 1486) is amended by changing the caption to read “ADMINISTRATION OF 
OATHS—VERIFICATION OF DOCUMENTS” and by adding at the end thereof the 
following new subsection: 

“(d) The Secretary of the Treasury may by regulation prescribe that any 
document required by any law administered by the Customs Service to be under 
oath may be verified by a written declaration in such form as he shall prescribe, 
such declaration to be in lien of the oath otherwise required.” 


AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALU ATION 


Sire. 17. (a) Section 487 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 
1%, see. 1487) is amended by deleting thereform “, or at any time before the 
invoice or the merchandise has come under the observation of the appraiser 
for the purpose of appraisement,” 
(hb) Section 489 of the Tariff Act of 1880 (U.S. C.. 1946 edition, title 19. see. 
1489) is amended to read as follows: 
“SEC. 489. UNDERVALUATION—UNAUTHENTIC CLAIM OF ANTIQUITY. 
“(a) If the final appraised value of any article of imported merchand’se sub- 


ject to an ad valorem rate of duty or to a duty based upon or regulated in any 
manner by the value thereof shall exceed the entered value, and if the consignee 
shall have failed to furnish the appraiser, before that officer has signed his report 
of value to the collector, all information required by customs officers which is 
relevant to the value of the merehbandise and available to him at the time of 
entry or within a reasonable time thereafter, and all such information that is 
so available to the person, if any, in whose behalf the entry was made, there 
shall be levied, collected, and paid, in addition to any other duties imposed 
by law on such merchandise, a special duty of 1 per centum of the total final 
appraised value thereof for each 1 per centum that such final apprais;d value 
exceeds the value declared in the entry. Such special duty shall apply only to 
the particular article or articles in each invoice that are so advanced value 
upon final appraisement, and shall not be imposed upon any article upon which 
the amount of duty imposed by law on account of the final appraised value does 
not excecd the amount of duty that would have been imposed if the final appraised 
value had not exceeded the entered value. 

“(b) The liquidation in which such special duty is assessed shall be subject 
to the protest and review procedure provided for in sections 514 and 515 of this 
Act, but such special duty shall not be remitted nor the payment thereof in any 
way avoided except upon an administrative decision under section 515 that the 
special duties were erroneously assessed or upon a finding by the United States 
Customs Court, after due assignment and determination pursuant to section 515, 
and under such rules as the Court may prescribe, that the entry of the merchan- 
dise at a less value than its final appraised value was without any culpable 
negligence or intention to conceal or misrepresent the facts of the case or to 
deceive the appraiser as to the value of the merchandise. 

“(e) The special duty imposed by subsection (a) shall not be construed to be 
penal. It shall not be refunded by reason of exportation of the me rchandise, 
nor shall it be subiect to the benefit of drawback. All special or additional Cuties, 
penalties, or forfeitures applicable to merchandise entered in connection with a 
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certified invoice shall be applicable alike to merchandise entered in connection 
with a seller's or shipper’s invoice or a statement in the form of an invoice. 

“(d) Furniture described in paragraph 1811 of section 201 of this Act shall 
enter the United States at ports which shall be designated by the Secretary 
of the Treasury for this purpose. If any article described in said paragraph 1811 
and imported for sale is rejected as unauthentie in respect to the antiquity 
claimed as a basis for free entry, there shall be imposed, collected, and paid 
on such article, unless exported under customs Supervision, a duty of 25 per 
centum of the value of such article in addition to any other duty imposed by 
law upon such article.” 

(¢) Section 501 of the Tariff Act of 1930, as amended (U. S. C., 1946 edition. 
Supp. 11, title 19, see. 1561 ), IS Turther amended by changing the period at the 
end of the first sentence to a conina and by inserting thereafter “or (3) in any 
case, if the consignee, his agent, or his attorney requests such notice in writing 
hefore appraisement, setting forth a substantial reason or reasons for requesting 
the notice.”, and by deleting the third sentence of the section. 

(d) Section 502 of the Tariff Act of 1930 (U.S. ¢.. IMH6 edition. title 19, see 
1503) is amended by deleting “the entered value or” and “, Whichever is higher” 
from subsection (a), by deleting subsection (b), and by redesignating subsection 
(c) as subsection (b). 

(e) The Act of July 12, 1932 (ch. 473, 47 Stat. 657: U. s C., 1946 edition, title 
19, sec. 1508a), is repealed, 

(f) Section 562 of the Tariff Act of 1930, as amended (U. S. C., 1946 edition, 
title 19, sec. 1562), is further amended by changing the third sentence to read as 
follows: “The basis for the assessment of duties on sueh merchandise so with 
drawn for ec nsumption shall be the adjusted final appraised value, and if the 
rate of duty is based upon or regulated in any manner by the value of the mer- 
Chandise, such rate shall be based upon or reculated by such adjusted final 
appraised value.” 


COMMINGLED MER¢ HANDISI 
Spe. 18. Section 508 of the Tariff Act of 1930 (U. 8. C.. 1946 edition, title 19. 
sec. 1508) is amended to read as follows: 
“SEC. 508. COMMINGLING OF GOODS. 


‘(a) Whenever dutiable Inerchandise and mers handise 
or mere 


mingle [ 


Which is free of duty 
idise subject to different rates of duty are so pa 


Kked together 01 
lat the quantity or value of each Class of such merchandise cannot 
be readily ascertained by the customs officers (without physical segregation 
of the shipment or the contents of any entire package thereof), by one or more 
of the following means: (1) Examination of a representative 


\ 


l 


sample, (2) 
occasional verification of packing lists or other documents filed at the 


entry, or (5) evidence show ing performance or conimercial 


time of 
settlement tests gen 
erally accepted in the trade and filed in such time and Inanner as may be pre 
scribed by regulations of the Se retary of the Treasury, and w¥ the cons 


ivnee 
or his agent shall not sesrecate the merchandise pursuant 


1 to subsection (b), 
then the whole of sneh mi rchandise shall be subject to the h ghest rate of duty 
applicable to any part thereof. P 

“(b) Every segregation of merchandise made pursuant to this section shal] 
be accomplished by the consignee or his agent at the risk and expense of the 


consignee within twenty days after the date of personal delivery or mailing by 
the collector of written notice to the consignee that the merchandise is commin- 
gled. Every such segregation Shall be accomplished under customs supervision, 
and the compensation and expenses of the supervising customs officers shall be 
reimbursed to the Government by the consignee under 


such regulations as the 
secretary of the Tre asury nay prescribe. 


‘(¢) The foregoing provisions of this section shall not apply with respect 


to 
any part of a shipment if the consignee or his 


agent shall furnish to the col- 
lector, in such time and Inanner as may be prescribed by regulations of the Sec- 
retary of the Treasury, Satisfactory proof (1) that such part (A) is commer 
cially negligible, (B) is not capable of segregation Without excessive cost. and 

na manufacturing process or other- 
as not intended to avoid the payment of 
Any merchandise with respect to which such 


nished shall be considered for all 


(C) will not he segregated prior to its use 
Wise, and (2) that the commingling w 
lawful duties or any part thereof 
proof is f 


CUSTOMS purposes as a part of the 


merchandise, sr biect to the next lower ‘ate of duty (including a free rate), with 


which it is ce nmingled,” 
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CORRECTION OF ERRORS AND MISTAKES 


Sec. 19. Section 520 (c) (1) of the Tariff Act of 1930, as amended (U. 8. C., 
1946 edition, title 19, sec. 1520 (¢) (1)), is further amended to read as follows: 
“(1) A clerical error, mistake of fact, or other inadvertence not amount- 
ing to an error in the construction of a law, adverse to the importer and 
manifest from the record or established by documentary evidence, in any 
entry, liquidation, appraisement, or other customs transactio when the 
error, mistake, or inadvertence is brought to the attention of the customs 
service within one year after the date of entry, appraisement, or transaction, 
or within sixty days after liquidation or exaction when the liquidation or 
exaction is ade more than ten months after the date of the entry, appraise 
ment, or transaction: or” 


CONVERSION OF CURRENCY 


Sec. 20. (a) Section 25 of the Act of August 27, 1894, as amended and reen 
ci ted (| ‘ Ss C.. 1946 edition, title ol, sec, 342 (a)),. IS repealed, aha Sectior Tyan 


of the Tariff Act of 1980 (U. S. C.. 1946 edition. title 31. see. 372) is amended 
to read as follows: 
“SEC. 522. CONVERSION OF CURRENCY. 

‘(a) The Secretary of the Treasury shall keep current a published list of the 
par values, expressed in United States dollars, of the several foreign currencies 
Inaintained pursuant to the Articles of Agreement of the International Mone 
tary Fund, or pursuant to any other international agreement to which the 
United States is a party. For the purposes of all provisions of the customs laws, 
whenever it is necessary to convert into an amount expressed in currency of the 
United States any amount expressed in a foreign currency for which such a par 
Value Was maintained for the date as of which the value or cost requiring con 
version is to be determined, such conversion, except as specified in subsection 
(d), shall be made at such par value. 

‘(b) If no such par value was so maintained for such date, the 


{ conversion 


shall be made at the buying rate for the foreign currency in the New York 


market at noon on the date as of which the value or cost requiring conversion 
is to be determined, or, if banks are generally closed on such date in New Yor! 
City, then the buying rate at noon on the last preceding business day lor the 
purposes of this subsection, such buying rate shall be the buying rate for cable 
transfers payable in the foreign currency in which the amount to be converted 
is expressed, and shall be determined by the Federal Reserve Bank of New York 
and certified to the Secretary of the Treasury, who shall make it publie at such 
times and to such extent as he shall deem necessary In ascertaining such 
buying rate, such Federal Reserve bank may in its discretion (1 i 
consideration the last ascertainable transactions and quotations, whether direct 
or through exchange of other currencies, and (2) if there is no market buyi 
rate for such cable transfers, calculate such rate from actual transactions and 
quotations in demand or time bills of exchange or from the last ascertainable 
transactions and quotations outside the United States in or for exchange pay 
able in United States currency or other currency. 

‘(c) Lf, pursuant to subsection (b), the Federal Reserve Bank of New York 
certifies more than one rate of exchange for a particu’ar foreign currency for 
any date the conversion for customs purposes of amounts expressed in that 
currency for that date shall be made by applying the applicable rate or rates 
so certified which reflect effectively the value of that foreign currency in 
commercial transactions, 

‘““d) When, apart from normal variation between buying and selling rates 
there are one or more rates of exchange in addition to the par value for any 
foreign currency listed pursuant to subsection (a), the list shall so indicate 
When rules governing the conversion of such foreign currencies have been 
formulated pursuant to an international agreement to which the United States 
is a” party, the Secretary of the Treasury shall issue regulations in conformity 
with such rules, and the conversion for customs purposes of amounts expressed 
in such currencies into amounts expressed in currency of the United States shall 
thereafter be in accordance with such regulations so long as they are in effect 
If no regulations are in effect and applicable to the conversion of such a cur- 
rency, one or more rates of exchange in addition to the par value may be certified 
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in the manner set forth in subsection (b) and the par value and any certified 
rates shall be applied in the manner prescribed in subsection (¢).” 

(b) Section 481 (a) of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19, 
sec. 1481 (a)) is amended by deleting subparagraph (7) and by renumbering 
subparagraphs (8), (9), and (10) as (7), (8), and (9). 


CUSTOMS SUPERVISION 


Sec. 21. The Tariff Act of 1930, as amended, is further amended by adding 
following section 645 (U.S. C., 1946 edition, title 19, sec. 1645 a new section 646 
reading as follows: 

“SEC. 646. CUSTOMS SUPERVISION. 

“Wherever in this Act any action or thing is required to be done or mailtained 
under the supervision of customs officers, such supervision may be direct and 
continuous or by occasional verification as may be required by regulations of the 
Secretary of the Treasury, or, in the absence of such regulations for a particular 
case, as the principal customs officer concerned shall direct.” 


CONVERSION OF PROCESSING TAXES TO IMPORT TAXES 


Sec. 22. (a) As soon as each proper rate can be determined by the United 
States Tariff Commission, that Commission shall certify to the President the 
respective rate or rates of import tax for copra, palm nuts, and palm-nut Kernels 
which the Commission estimates to be reasonably equivalent in respect of each 
commodity to the relevant tax imposed on the date of the enactment of this Act 
under section 2470 of the Internal Revenue Code (U.S. C., 1946 edition, title 26, 
sec. 2470) on the first domestic processing of coconut oil and palm-kernel oil, 
respectively. The certified rates shall be proclaimed by the President, and on 
and after the thirtieth day after the date all the certified rates have been so 
proclaimed the amendments of law specified hereafter in this section shall be 
effective, with the proclaimed rates inserted in the redesignated and amended 
section 2491 (e) of the Internal Revenue Code in the respective blank spaces 
following the descriptions of the products for which the rate shall have been 
proclaimed. 

(b) Section 2470 (b) of the Internal Revenue Code (U. 8S. C., 1946 edition, 
title 26, see. 2470 (b)) is amended by changing the period at the end thereof 
to a comma and adding “or (38) with respect to any commodity, or product of a 
commodity, upon which an import tax has been paid under chapter 22.” 

(c) (1) Section 2491 (c), (da), (e), (f) of the Internal Revenue Code (U.S. C., 
1946 edition, title 26, sec. 2491 (c) (d), (e), (f)) are amended to read as fol- 
lows : 

“(c¢) (1) Coconut oil, palm oil, and palm-kerne!] oil, fatty acids derived from 
any of the foregoing oils, and salts of any of the foregoing (whether or not such 
oils, fatty acids, or salts have been refined, sulphonated, sulphated, hydrogenated, 
or otherwise processed), 3 cents per pound, 

“(2) There shall be imposed (in addition to the tax prescribed in paragraph 

1)) on coconut oil a tax of 2 cents per pound, except that the additional tax 
imposed by this paragrayh shall not apply when it is estaMished, in accordance 
with reguiations prescribed by the Secretary of the Treasury, that the imported 
product (A) is wholly the production of the Philippine R-public or of any pos- 
session of the United States, or (B) was produced wholly from materials the 
growth or production of the Philippine Republic or of any possession of the 
United States. The additional tax imposed by this paragraph shall not apply 

fter July 3, 1974. 

3) Whenever the President, after consultation with the President of the 
Philippine Republic, finds that adequate supplies of neither copra nor coconut 
oil, the product of the Philippine Republic, are readily available for processing 

ie United States, he shall so proclaim, and after the date of such proclamation 
the provisions of paragraph (2) of this subsection and of pargraph (2) of 

ection (e) shall be suspended until the expiration of thirty days after he 
proclaims that, after consultation with the President of the Philippine Republic, 
he has found that such adequate supplies are so readily available. 

d) Any commodity, not provided for heretofore in this section, 10 per centum 
or more of the quantity by weight of which consists of, or is derived directly or 
ndirectiy from, one or more of the products specified above in this section, a 

x at the rate or rates per pound equal to that proportion of the rate or rates 
prescribed in this section in respect of such product or products which the 
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quantity by weight of the imported commodity, consisting of or derived from 
such product or products, bears to the total weight of the imported commodity ; 
but there shall not be taxable under this subsection any commodity (other than 
an oil, fat, or grease, and other than products resulting from processing seeds 
without full commercial extraction of the oil content), by reason of the presence 
therein of an oil, fat, or grease which is a natural component of such com- 
modity and has never had a separate existence as an oil, fat, or grease; 

“(e) (1) Hempseed, 1.24 cents per pound; perilla seed, 1.58 cents per pound; 
kapok seed, 2 cents per pound; rapeseed, 2 cents per pound; sesame seed, 1.18 


cents per pound; and copra, per pound; palm nuts, per pound; and palm- 
nut kernels, per pound ; 

“(2) There shall be imposed (in addition to the tax prescribed in paragraph 
(1)) on copra a tax of per pound, except that the additional tax imposed by 


this paragraph shall not apply when it is established, in accordance with regula- 
tions prescribed by the Secretary of the Treasury, that the imported product 
(A) is wholly the production of the Philippine Republic or of any possession of 
the United States, or (B) was produced wholly from materials the growth or 
production of the Philippine Republic or of any possessiop of the United States. 
The additional tax imposed by this paragraph shall not apply after July 3, 1974. 

“(f) The tax imposed under subsection (b) shall not apply to rapeseed oil 
imported to be used in the manufacture of rubber substitutes or lubricating oil, 
and the tax imposed under subsection (c) (1) shall not apply to palm oil im 
ported to be used in the manufacture of iron or steel products, tin plate, or 
terneplate. The Secretary of the Treasury shall prescribe methods and regula- 
tions to carry out this subsection.” 

(2) Section 2491 of the Internal Revenue Code (U. S. C., 1946 edition, 
title 26, sec. 2491) is further amended by adding a new subsection (h) reading 
as follows: 

“(h) No drawback in respect of any tax imposed by this section shall be allowed 
under any provision of law on the exportation of any byproduct resulting from 
the production of coconut oil or palm-kernel oil in the United States.” 

(d) Section 2493 of the Internal Revenue Code (U.S. €., 1916 edition, title 
26, sec. 2493) is amended by changing the period at the end thereof to a se olon 
and adding new paragraphs to read as follows: 

“(4) for the purposes of the Philippine Trade Act of 1946 (U.S. C., 1546 
edition, title 22, see, 1251-1360), the term ‘ordinary customs duty’ shall not 
include any tax prescribed in section 2491 (c) or (d), or in section 2491 (e) 
with respect to copra, palm nuts, or palm-nut kernels, and the term ‘internal 
tax’ shall include such taxes; 

“(5) the taxes imposed on oils and derivative products under section 2491 
(c) and on copra, palm nuts, and palm-nut kernels under section 2491 (e) 
shall net be subject to modification under section 25° of the Tar ff Act of 
1930, as amended (U.S. C., 1946 edition, title 19, see. 1851).” 

(e) Section 2492 of the Internal Revenue Code (U.S. C., 1946 edition, title 
26, sec. 2492) is amended by deleting the date “August 21, 1956," and by inserting 
in place thereof the words “the date of the proclaination provided for in section 
22 (a) of the Customs Simplification Act of 1951,”. 


SAVING CLAUSI 


Sec. 28. Except as may be otherwise provided fer in this Act, the repeal of exist 
ing law or modifications thereof embraced in this Act shall not affect any act 
done, or any right accruing or accrued, or any suit or proceeding had or com- 
menced in any civil or criminal case prior to such repeal or modification, but all 
liabilities under such laws shall continue, except as otherwise specifically pro 
vided in this Act, and may be enforced in the same manner as if such repeal 
or modification had not been made, 


RELATING TO GENERAL AGREEMENT ON TARIFFS AND TRADI 


Sec. 24. The enactment of this Act shall not be construed to determine or in- 
dicate the approval or disapproval by the Congress of the Executive Agreement 
known as the General Agreement on Tariffs and Trade. 

Passed the House of Representatives October 15, 1951. 

Attest: 

RALPH R. Rorerts, Clerk. 
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Senator Horry. The chairman of the committee is necessarily absent 
on business in Georgia, and has requested that I preside in his absence. 

Our first witness this morning is Mr. John 8. Graham, Assistant 
Secretary of the Treasury. 

Mr. Graham, we will be ver y glad to have you make any statement 
you like in connection with this matter. 


STATEMENT OF JOHN S. GRAHAM, ASSISTANT SECRETARY, DE- 
PARTMENT OF THE TREASURY, ACCOMPANIED BY PHILIP 
NICHOLS, JR., GENERAL COUNSEL, RENEGOTIATION BOARD; 
W. R. JOHNSON, ASSISTANT TO THE COMMISSIONER OF CUSTOMS; 
AND CHARLES McNEILL, ASSISTANT GENERAL COUNSEL 


Mr. Grauam. Thank you, Mr. Chairman. I have prepared, sir, a 
statement which covers the more important phases of the bill, which, 
with your permission, we would like to insert in the record. 

Senator Hory. That will be fine. It will be inserted in the record. 

Mr. Granam. In the economy of time, Mr. Chairman, | invite your 
attention to a couple of the items in here which I think would give us 
a foundation from which any questions might be asked, either by you 
or the other members of the committee. 

Senator Hory. That will be entirely agreeable to the committee 
for you to proceed that way, Mr. Gr: aham. 

Mr. Granam. Thank vou, sir. 

first of all, sir, on page 3, beginning at the third paragraph, the 
stati ment reads as follows: 

ihis proposed legislation is part of the over-all management im- 
provement program of the Department which was instituted by Sec 
retary Snyder when he became*Secretary of the Treasury. 

he Secretary desired that an outside management firm of industrial 
engineers make an evaluation of the Customs Service. The Congress 
concurred, and the Eightieth Congress, first session, appropriated 
a speci he sum 0 f money for this purpose in 1947. After careful study 
hye firm ot Me Kinse ‘\ &C oO. of New York, Wis selected to do thi s work. 
In the letter of authorization the objectives of the survey were stated 
tothe management firm as follows: ; 


t 
t 


To study the operations of the Bureau of Customs and the Customs Service 
with a view to promoting the efficiency of operations to the end of performing 
the duties and ee onsibilities with which the Customs Service is charged by law 
and in #® manner that will protect the revenues and afford the greatest degree of 
service to the ual lic. The end objective is to accomplish these results with the 
sreatest degree of economy and the least possible cost to the Government. 

Me Kinsey & Co., after « ‘completing their study, made a report which 
stated, among other things, that— 
all things considered, the Customs Service is as well operated as the average 
business concern. However, we believe it can be improved. 

Phe report made many suggestions and recommendations. For sta- 
int ; ; x 

tistical pore we considered that the report contained 178 recom- 

mendatior Che majority of these recommendations, or 142 in num- 

ber, were toma “administrative.” That is to say; the recommenda 

tions, 1f ap proved, could be pl: iced in effect by order of the Secret: iry, 


or the Commissioner of Customs, as the case ‘might be. On the othe ‘1 


hand, the recommendations which would require changes in existing 
law, were termed “legislative.” There were 36 such recommendations. 
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A Steering Committee was appointed | rv the then Under Secretary 
A. L. M. Wiggins, consisting of men selected from the Departme nt, 
the Bureau, and the field, to direct the study. The report was then 
divided into 15 functional areas, and a “task force” leader was as- 
signed to each area. Qualified people were then chosen from both 
the he radqu: a and field offices to assist the leader. 

On page 4, Mr. Chairman, the second full = graph deals with 
the 36 legis: shies proposals, and that is to say, it is a box score. You 
will observe that this bill, H. R. 5505 ine vepeneaes ¥1 of the McKinsey 
recommendations. 

The next item, entitled “Became Effective Due to Passage of Other 
Legislation After the McKinsey Report,” two in number. 

There is an item entitled, “Covered by Pending Legislation Other 
Than H. R. 5505,” which picked up five of the items, and the “existing 
laws permit accomplishment” covers two of the items. Three are 
still under study, and we rejected three. Those are the 36, *Legis- 
lative Recommendations.” 

After the task forces had completed their w — we had a legislative 
committee which was headed up by Mr. Phil Nichols, Jr., who is sit 
ting here on my left, and who at that time was Assistant General 
Counsel of the Tre: asury De ‘partment. Mr. Nichols was ably assisted 
by the gentleman who Is sitting on his left, Mr. W. R. Johnson, assist- 
ant to the C ommissioner of Customs. 

Subsequent to the House hearings on this bill, Mr. Chairman, Mr. 
Nichols has become General Counsel of the Renegotiation Board. 
However, we have asked him to come here to be present, and he is, in 
effect, on loan to us and to your committee during the time of these 
hearings. 

With respect to the perhaps most important item in this bill, vou 
will please turn to page 5, Mr. Chairman, and there we deal with 
section 13, which is value, if I may be permitted to read that page 
and to the middle of the next page, I think it will ovive some outline 
of the reasons why we think this is very important. 

Section 13 is undoubtedly the most important single provision of 
this bill. It amends section 402 of the tariff act which tells the customs 


appraiser how to find the value of imported merchandise, As I 
already have explained, many duties are stated as a percentage of the 
value, so that the v: ie has to be known before the dnt can be assessed. 

The appraiser, in determining value under the present statutory 


ulternatives, must first ascertain both the “foreien value” and the 
“export value” and then appraise the merchandise according to which- 
ever is higher. It will be observed that this valuation is made with 
reference to prices in both the home market and the export trade, 
of the particular country from which the merchandise is shipped to 
the United States. Generally speaking, the value of the bulk of all 
dutiable imported merch: indise is determined in this manner rather 
than by value in the United States. 

Often there are various technical restrictions involving either the 
“foreign value” or “export value” determinations, and, if the ap- 
praiser cannot ascertain such values, he must then appraise accord- 
ing to “United States value”. In essence, this value is based on offers 
of the imported product in the United States. If this method does 
not produce the determination of value, then the appraiser must resort 
to what the present statute terms “cost of production”. We are 
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suggesting a change of name to “constructed value” as more descrip- 
tive of the process of determining this type of value in the foreign 
country. 

It will be noted that the appraiser must know a great deal about 
offers to sell or sales of the same or like merchandise in the home 
markets of the country from which the merchandise is shipped, in 
order to determine “foreign value’. In order to secure this informa- 
tion, there is often involved a large expenditure of time and effort 
on the part of the importer in finding out about transactions in a 
foreign country which he may know nothing about. Likewise, there 
isan oi ious and inherent difficulty in requiring an American customs 
official, or an importer, to obtain detailed information as to business 
oper pial in a foreign country. 

Furthermore, the “foreign value” standard sometimes produces the 
inequitable result that exports from a small country have a higher 
valuation for customs purposes than the same exports from larger 
countries. This happens because the home market in small countries 
is not large and the usual wholesale prices in that country may not 
reflect. the discounts available for large-quantity sales to importers 
in the United States. Another difficulty is that the prices in the 
home market are frequently enhanced by internal taxes which do not 
apply to the merchandise when exported, and recent court decisions 
do not completely remove the doubt as to when these taxes have to 
be added in order to arrive at the dutiable value. 

The bill proposes to meet these problems by making the so-called 
export value the method which the appraisers must employ whenever 
they are able to do so. Failing in this, they are to use the “United 
States value.” We propose to eliminate the “foreign value” as a 
method of appraisement entirely. This change was strongly recom- 
mended by McKinsey & Co. The advantage of this will be that the 
information necessary to make an appraisement will usually be avail- 
able to the appraiser in the United States. Either the very mer- 
chandise he is appraising will have been freely offered, so that the 
sale will be a satisfactory basis for appraisal, or he will have knowl- 
edge of the prices paid for similar merchandise imported by other 
parties. 

Section 13 contains a number of other technical provisions which 
are designed to make it easier to find a value and to make the value 
when found more commercially realistic. One of the main objec- 
tions to our present value method is that it takes so long to find the 

value, and we are confident that if this bill is enacted appraisements 
will be made much more rapidly. 

I think at that point, sir, since that is in our opinion one of the 
most—probably the most—important one, that we would like to pause 
there. 

However, there is one other point here on page 10, Mr. Chairman, 
at the top of the page, which I might just invite your attention to. 
That refers to the two prov isions in the original bill, which was then 
denominated H. R. 1535, and two of the provisions in that bill caused 
some concern to American industry. 

_ Briefly, those two provisions related to what is known as the Amer- 
ican selling price method of valuation, and the basis for taxing dis- 
tilled spirits. Both of those were eliminated by the House. Although 
such provisions had the merit of producing simplification by bringing 
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about uniformity in customs administration, the ‘Treasury does not 
propose that they be reinstated in the bill by this committee. 

Senator Horry. The Treasury is satisfied with the House action on 
that subject ? 

Mr. Grauam. We do not interpose any objection, sir, on those two 
items. 

I thought perhaps, Mr. Chairman, that there might be some ques- 
tions on this very important value provision. 

Senator Hory. Are there any questions on this section 13 that Mr. 
Graham has been discussing! That is one of the principal changes 
that is embodied in the bill. If any Senators desire to ask any ques- 
tions about it, they may do so, and if you have any questions on any 
ai . phi uses of the bill, the ‘Vy nay be asked. 

\s I understand, Mr. Graham, this bill is largely providing for an 
improvement in administration of the law. 

Mr. Grauam. That is what we regard it as, sir. It is an improve- 
ment in the procedural aspects, primarily of how to do the job better 
quicker, simpler, at the least cost to the Government. We do not 
regard this, sir, as any revenue-raising or losing measure. 

Senator Hory. As L understand, this does not pretend to chang 
the duties or the values or anything like that. It is just a method by 
which you ascertain the value; and it simplifies, in your opinion, the 
process by which you arrive at that value. 

Mr. Granam. Well, I paraphrase your statement, sir: I think we 
could say it is not designed to lower or to raise the tariff protect ion. It 
is the method of doing the business that we are concerned about. No 
matter what the level of imports is, there is a certain amount of paper 
work that has to be done as well as certain physical work in the exami- 
nation of the packages, and we believe that this bill will make that 
simpler, both for us and the importers, and that is our basic objective, 
Mr. Chairman. 

Senator Hory. From the over-all study of this question you feel that 
this measure, if adopted, would result in a sort of simplification of the 
whole matter of handling imports, of arriving at their value, as to 
getting their information, and would expedite the ascertainment of 
these facts, both for the benefit of the Government and of the im- 
porters ¢ 

Mr. Granam. Yes, sir: that is our opinion. 

Senator Hory. Any questions? 

Senator Burter. Mr. Chairman, I did not get here to listen to all 
of Mr. Graham’s statement; in fact, I did not get to hear any of it. 
However, I think I know in a general way what the purpose of the bill 
is, and I was wondering if in the statement you touch upon the prob- 
lem that we have with Argentina or with any other particular country 
now, or do you just generalize ? 

Mr. Granuam. We were just generalizing, Senator Butler, on the 
high lights of what we considered the more important procedural 
problems. 

I might say, sir, that in the economy of time we did not read the 
whole 10 pages. I just read some from page 3, which showed how this 
came into being, and then on page 5, which was the one we are dealing 
with now on the question of value. 

Senator Hory. The whole statement will appear in the record, 
Senator. 
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Senator Butter. I realize that; but, in fact, I would like to know 
why the Secretary has not done what the law provides already: To 
have countervailing tariffs when circumstances warrant, as they cer- 
tainly do in the case of wool from the Argentine, where the wool 
impor 2 the tops, are being subsidized by the Ar gentine Government. 

Mr. Granam. I think you refer to the question of multiple-rate cur- 
rencies and their effect upon the export of wool tops from Argentina. 

Senator Burter. That would not excuse the Secretary of the Treas- 
ury from following the wording of the law; would it ? 

Mr. Granam. Mr. Chairman, this is a question that, I believe, Sena- 
tor Butler and some other Senators from the Western States raised 
with the Treasury Department a little while ago in a letter, and 1f it 
meets with the approval of the chairman I would like to ask Mr. 
Frank Southard, who is Special Assistant to the Secretary, to discuss 
with you the question of multiple-rate currencies. 

Senator Hory. Is Mr. Southard present ? 

Mr. Granam. Yes, sir: he is here. 

Senator Hory. Will you come up, Mr. Southard. 

Senator Butter. IT hope, Mr. Chairman, that someone will explain 
just why the Government has not imposed the countervailing duties 
that are provided for in the existing law. 

Senator Hory. Allright, Mr. Southard. Have a seat, Mr. Southard. 
Would you give your name to the reporter, and your position. 


STATEMENT OF FRANK A. SOUTHARD, JR., SPECIAL ASSISTANT 
TO THE SECRETARY OF THE TREASURY 


Mr. Sournmarp. My name is Frank A. Southard, Jr. Tam Special 
Assistant to the Secretary of the Treasury. 

Senator Hory. Are you in charge of any particular division, Mr. 
Southard ¢ 

Mr. Sournarp. No; Tam not, Mr. Chairman. 

Senator Hory. Senator Butler, would you like to ask any questions ? 

Mr. Sournarp. I have, Mr. Chairman, a short statement on this 
general subject which I can read, if you wish, or I will try to answer 
questions. 

Senator Hory. Suppose you read the statement first and then we 
will see whether or not the members have any questions. 

Mr. SourHarp. Would the chairman and members of the committee 
like to have copies of my statement in front of them / 

Senator Hory. Yes. 

Mr. Sournarp. Mr. Chairman and members of the committee, the 
Secretary has asked me to appear on his behalf to discuss one particu- 
lar aspect of the | bill before the committee; that is, the aspect relating 
to the imposition of countervailing duties in cases where bounties or 
grants on exports are found to exist in foreign countries. 

If a foreign country bestows a cash bounty on some commodity in 
order to facilitate its export to the United States, we have a clear-cut 
set of facts and a finding of grant or bounty can be made promptly. 
Perhaps, because of the existence of our law, there have, however, been 
relatively few circumstances in which a country has seen fit to bestow 
cash bounties on exports which are dutiable on entry into the United 
States. In these few cases the Treasury has acted. Sometimes coun- 
tervailing duties have been imposed, and several of them are still on 
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the books. In other cases, the knowledge that the Treasury was about 
to levy duties caused the foreign country to withdraw its bounty or 
otherwise rectify the situation. I should like to point out that in the 
eases of cash bounties the question of whether the rate of exchange 
being used was an equitable or a fair rate of exchange, does not arise. 
Nor cloes it arise where there is only a single rate of exchange. 

Senator Burier. In connection with the case in Argentina that J 
just mentioned, Mr. Southard, has there been anything aed 

Mr. SournaArp. No, sir; there has not. 

Senator Burter. Why ¢ 

Mr. Souruarp. The Treasury Department has still under exam- 
ination the particul: ur Argentine system of exchange rates, and the 
eXamination has not been completed yet. As a matter of fact, it is 
our underst: anding that. so far as wool tops are concerned, there has 
been no movement of wool tops oul of the Argentine to this cou hntry, 
so that for the time being the continued Treasury examination of 
the facts of the Argentine system of exchange rates has not meant 
that in the meantime there are additional movements to this market 
of that commodity. 

Senator Burier. Well, is it not true, Mr. Southard, due to the sub- 
sidy the Argentine Government is giving its producers in the sale of 
tops, that the market for wool tops in this country, domestic, has been 
seriously hampered 

Mr. Sournarp. I do not know, Senator, to my own knowledge. 

Senator Bourter. The woolmen are practically out of business. 

Mr. Sourtarp. You are speaking of the wool-tops producers ‘ 

Senator Burier. Yes. 

Mr. Sournuarp. Insofar as I am aware—but I would want to check 
the facts if it is desired to have them in the record—the movement 
rf Argentine wool tops in recent months has been either completely 
halted or exceedingly small. I believe that it is the former, so that 
it would not appear to me that imports of wool tops could bea present 
problem in the wool-tops industry: but I am not fully familiar with 
What is actually going on in the domestic wool market. Beyond that, 
the important problem that the ‘Treasury has been endeavoring to 
examine in the Argentine case, as it does in all cases involving multiple 
export rates, is to determine whether the effect of multip le export 
rates has been to give a bounty or a grant to certain products reaching 
this market or whether, on the contrary, it reflects disorder in the 
exchange market, the lack of an adequate rate of exchange in the 
country concerned, partial em aluation, or even, as it happens in many 
countries, an effort to impose a tax on certain more profitable indus- 
tries in the country or to deal with inflation by soaking up the in- 
come of the more profit: able export industries. In other words, what 
we would like to see is a single export rate of exchange in all coun- 
tries. But the fact is that a number of countries, hav ing rather embry- 
onic or poor tax systems, resort to multiple export rates to realize 
revenues or to combat inflation. 

Senator Burier. Well, 1 would like to kind of get back to my 
original question now. It is my understanding that the existing law 
provides for countervailing duties to be imposed by the Secretary of 
the Treasury whenever the occasion requires, 

Now, wool tops from the Argentine are certainly a case, a good illus- 
tration. I do not have the figures in mind, although I could get them. 
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I guess—and you could, too, perhaps, as to what the situation may be 
at. the moment or in the immediate past—but it certainly is true that 
the subsidy program of the Argentine Government has practically 
wrecked the domestic market for wool tops here. 

Mr. Chairman, I think maybe a question along this line might brin 
the information that I am desiring; that is, this: Suppose a “mined 
of wool tops should suddenly land in the United States; would the 
Treasury Department apply countervailing duties / 

Mr. Sournarp. It would depend on the finding of the Secretary of 
the Treasury with respect to the existence of a bounty or grant. 

It is true, Senator, that Argentina has several rates of exchange, and 
has a higher rate of exchange, or rather—let me put it the other way 
around—has a more depreciated dollar rate of exchange on certain 
commodities, including wool tops, than it has on a number of impor- 
tant commodities, including raw wool or greasy wool. If my memory 
is correct, Argentina has a rate of approximately 5 pesos per dollar on 
the more important commodities such as raw wool, and 714 pesos per 
dollar on wool tops and some other commodities. That is the fact. 
But the difficult task confronting the Secretary of the Treasury and 
the Treasury Department is to determine whether that fact constitutes 
a nuns or grant or whether, for example, the higher dollar rate of 
714 pesos or even a still higher dollar rate—because there are higher 
hall ar rates than that prevailing in Argentina, some much higher ones 
in the open market—whether those rates are the proper rates which 
would adequately move the commodities which normally would come 
to this market, and take care adequately of the demand for our com- 
modities in that market. 

The Argentine exchange system is a very complicated one, and 
is not one which the Treasur y De partment admires . because we do not 
like this mixture of rates. Our effort, bilaterally, and our effort in 
the International Monetary Fund, is to try to eliminate these rates. 

Senator Burier. What is the purpose of their complicated system, 
different rates on the same article, for instance ¢ 

Mr. Sournarp. I cannot testify with respect to their purpose. 

Senator Buriter. The main purpose, of course, is to get rid of their 
goods, their commodities. 

Mr. Sournarp. But the fact remains that the most important of 

their wool commodities has the lower rate, and that if, for example, it 
were to be concluded by them or anyone else that the more depreciated 
rates were the better rates from the standpoint of any fair economic 
test, or if our pressure were to bring about that result, then the conse- 
quence might quite possibly, for example, be simply to move the greasy 
wool rates to the 714- peso rate. The Treasury Department has felt 
that it has to be very cautious and very careful in the American inter- 
est in examining that situation, to do nothing to precipitate a set of 
exchange rate adjustments which might not even be in the interests of, 
let us say, the wool industry as a whole in this country. Wool tops, 
as you know, are a very small percentage, an exceedingly small per- 
centage, of the wool in all forms that normally would move to this 
market. We are hard put to it, Senator, to know what attitude to 
take to that kind of complex multiple-rate system. 

If for example—and I do not like to say this on the record, Mr. 
Chairman. ; 

(Diseussion off the record.) 
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Senator Hory. We will go back on the record. 

Mr. Sournarp. Yes. But we have not reached or made a deter- 
mination, Senator Butler, but certainly that does not mean that it 
has not been actively examined in the Treasury Department. 

Senator Burier. Well, there is a provision in the existing law for 
the imposition of countervailing rates. 

Mr. Sournarp. That is true and, as I said in what IT read of my 
prepared statement, where there is a cash grant or cash bounty there 
is no difficulty whatever in arriving at a determination: but, when 
we find multiple rates being used, then the task is to determine whether 
there is a bounty or grant in the sense of the law. 

Senator Hory. You may proceed with your statement, Mr. 
Southard. 

Mr. Sournarp. I believe, Mr. Chairman, I had completed the 
ond paragraph. 

Senator Hory. Yes. 

Mr. Sournarp. I am sure you will appreciate, however, that the 
problem is greatly complicated for us by the growth in recent years 
of complex systems of multiple export or buying exchange rates. In 
effect, a multiple export rate means that the country is unable or 
unwilling to place a definite single value on its currency. 

Let me make it perfectly clear that the United States Government 
does not like multiple exchange rates and has worked constantly te 
simplify and abolish them wherever the circumstances would permit 
This is also the constant effort of the International Monetary Fund 
in which the United States actively participates. Some progres 
been made in this direction, albeit slow progress, and we are hopeful 
of making further progress as world conditions make it possible. ‘The 
committee is well aware of the unsettled economic, political, military, 
and financial state of the world today. In circumstances such as these, 
financial and monetary pre actices become parthcularly difficult to deal 
with, making the economic implications of systems of multiple rates 
especially complex and diverse. 

When a country shifts to a system of multiple rates, there may be 
a partial devaluation of the currency of the country in question or 
there may be a deliberate taxing or other burdening of a portion of 
the e xports, or both of the elements may be present. If a bounty or 
grant is involved, it will be in some of the cases of partial devaluation. 

The existence of two or more export rates of exchange automatically 
opens up the question of what is the appropriate rate, deviations 
from which may involve unfair trade practice. A determination of 
the appropriate basing point or bench mark becomes necessary, and 
until that determination can be made it is simply not possible to find 
out whether the foreign country is engaging in that kind of unfair 
trade practice which the law was intended to offset by the instrument 
of countervailing duties. 

It is not proper to adopt as a general rule that the least devaluated 
rate is the benchmark. If a country were to devalue its currency and 
establish a more realistic unitary rate the law, of course, does not 
require the imposition of countervailing duties on all exports from 
such a country merely because such exports would be enjoying better 
rates of exchange as compared with the rates formerly in effect. How- 
ever, there are many cases where for various reasons countries have 
not found it feasible to resort to general devaluation as a means of 
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solving their currency problems. What they do as an alternative is 
to devalue their currencies, so to speak, with respect to particular 
exports. Do the new rates in such cases always represent bounties or 
grants conferred upon such exports? The Treasury Department 
thinks not. 

Thus far I have stated the problem in general terms. I should 
now like to relate it to the very real and very important economic 
developments which are taking place in the world around us. There 
are several characteristics of this world which i impinge directly upon 
the problem at hand. 

One is that countries often find it difficult or impracticable to levy 
income or other adequate taxes upon important segments of their 
economies. In these circumstances these countries often find it much 
easier to collect revenue through their central banks and exchange 
authorities than through their internal-revenue departments. While 
we may wish that such circumstances did not exist we must recognize 
that they do exist in many countries. We must recognize also that 
multiple rates of exchange may provide a very effective instrument 
of taxation in countries with relatively undeveloped tax systems. The 
pros ess is quite simple. .A country whose currency is overvalued may 
devalue its rate of exchange for certain export commodities, but re- 
tain the old rate on those commodities which it desires to tax. This 
means that exporters of commodities on which the burden is placed 
receive fewer units of local currency for every pound or ton exported 
than they would receive if they were permitted to operate at the newer 
and more realistic rate of exchange. Since the Government pays out 
a smaller amount of money to these producers than it would other- 
wise, it is able to provide a very important source of revenue for the 
National Treasury. This can also be an effective means of controlling 
the inflationary effects of large earnings in a few export industries 
at a time when other export industries are not booming. 

I move now to another characteristic of the modern world which 
impinges directly on the problem before us. Since the outbreak of 
World War II and in some cases even more severely since the end of 
that war, many foreign countries have found it exceedingly difficult 
to maintain stable economies and balanced international payments. 
Relatively few countries of the world have gone through this whole 
period without balance-of-payments’ crises and severe depletion of 
their foreign exchange reserves. The devastation of the war, the 
relative lack of materials, and the pressure of inflation in many degrees 
and of many kinds, has placed a great many foreign countries in a 
very diflic ult position. We have tried to do our best to assist those 
foreign countries in their efforts to improve their position. The world 
is substantially better off than it was at the end of the war and in the 
years immediately following the war. Increasing efliciency, increas- 
ing production and successive devaluations of foreign currencies have 
aided materially in stabilizing the situation. Nevertheless, we must 
admit that today there are still problems of adjustment which coun- 
tries must find ways of dealing with. Given this fact and given the 
fact that m ultiple rates provide an avenue for partial devaluations 
which in many instances causes less repercussion than more complete 
devaluations, it is not surprising that there has been an intensification 
of the use of multiple exchange rates in the period since 1939. 
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T should like now to indicate how these factors of the modern world 
make it extremely difficult for the Treasury to arrive at simple con- 
clusions respecting the levying of countervailing duties. Multiple 
rates of exchange are utilized for various reasons. ‘They provide a 
means of partial devaluation from an overvalued rate of exchange. 
In many countries they provide a convenient and eflicient means of 
collecting revenue from important sectors of the econo1 ny. In others 
they are an important means of countering inflation. In many foreign 
countries we can point to concrete examples of the use of multiple 
rates of exchange for the purpose of achieving one or more of these 
results. 

This is not to say that multiple rates of exchange may not be used 
in order to bestow boun ties or grants. As I have indicated earher, 
the ‘Treasury has always felt that it is possible for a foreign country 
to utilize a multiple exchange rate system in order to bestow such 
bounties or grants. For example, a country whose prey ailing export 
rate of exchange fairly reflects its internal costs and degree of effi- 
ciency, could institute a more favorable rate for the specific and 
express purpose of eiIving one of its export commodities an unfair 
competitive : advantage in ente ring the markets of the United States. 
But, given the extreme complexity of the motives and economic results 
attaching to the use of multiple rate systems throughout the world, 
and given the tendency since the war for currencies to be o wervalned 
rather than undervalued by their basic rates of exchange, and given 
the fact that many countries retain their base rates of exchans 


he ve so as 


to acquire revenue or penalize the penduchi on of commodities on which 


they do not wish to be too dependent, It is extremely difficult in these 
( ire umstances to determine that a system of mi tip le rates of exchange 
bestows a bounty or grant. 

The Treasury submits that the adoption of a rigid formula or rule 
of thumb is not well caleulated to deal with these complex situations. 
Application of any sada rigid formula would almost certainly result 
in some determinations which Congress did not intehd and would not 
wish. For this reason provisions such as those proposed in S. 2663, 
Senator Mundt’s bill, do not appear to us to provide a suitable pro- 
cedure for operating in this field. 

Section 2 (c) ot the proposed Customs Sunplification Let pro 
vides in substance for a determination of injury to American pro- 


ducers before countervailing duties may he imposed. In e\ ery mniatter 
relating to the cost of imported goods there are conflicting interests. 
Particularly where raw or semiprocessed commodities are concerned, 
the American processor has an active interest-in obtaining his Iniports 
at the lowest cost possible. Im many cases keeping these costs at a 
minimum permits the American producer to pass the savings on to the 
ultimate consumer. On the other hand, American producers facing 
competition from imports have a legitimate interest in making certain 
that the imports enter the country under conditions of fair competi- 
tion. The countervailing-duty provisions of the act are intended to 
prevent unfair practices arising out of subsidies, where they cause 
or threaten to cause injury to American producers. Where they do 
not cause injury to American producers, then the resulting lower prices 
to American consumers (including consumers who use imported raw 
materials) will benefit the United States. For these reasons the 


‘Treasury has sponsored and strongly supports the proposal that the 
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amendments to the Tariff Act make provision for the determination 
of injury as one part of the process leading up to the imposition of 
countervailing duties. 

That completes my formal statement, Mr. Chairman. 

Senator Hory. We are glad to have your statement. Any further 
questions, Senator / 

Senator Burier. Mr. Chairman, I appreciated the statement by 
Mr. Southard and his explanation in answering by questions before 
the statement was read to the effect that the Secretary of the Treasury 
may be planning action on the imposition of countervailing duties, 
but certainly it is not getting action fast enough to do us the good that I 
would like to see done. 

Now, Senator Saltonstall just sent me a wire that came to him this 
morning, which I think I would like to put in the record. 

Senator Hory. That may be answered. 

Senator Burier. It is addressed to Senator Saltonstall from Boston, 
dated the 21st of April, and it is as follows: 

The Secretary of the Treasury is to appear tomorrow, Tuesday, the 22d, 
before the Senate Finance Committee in the court of the customs simplification 
bill Hi. R. 5505. The Governments of Argentina and Uruguay are subsidizing 
their wool top manufacturing industry, and these tops are being sent into the 
United States to the detriment of the New England wool top manufacturing 
industry. Efforts have been made unsuccessfully by all segments of the wool 
industry in this country to have the Treasury Department impose counter- 
vailing duties on such imports as it is required to do by section 303 of the 
Tariff Act of 1930. Could you arrange to attend the healing tomorrow, Tuesday, 
and ‘‘iterrogate the Secretary as to why the Treasury Department has imposed 
coun’ rvailing duties or could you arrange to have some member of the Senate 
Finaice Committee interrogate the Secretary on this subject. We are taking 
the liberty of sending a similar wire to Senator Lodge. 

It is signed by Mr. Ralph J. Keltie, president, Boston Wool Trade 
Association, and Hugh Monro. president, National Trade Wool Asso- 
ciation. 

That does not give the information that I asked for a while ago 
as to why the Secretary has not imposed countervailing duties on 
the Argentine, but Mr. Southard may be correct in his statement that 
there is not very much movement of wool tops from Argentina at this 
time. 

I have just been advised that there is a heavy movement of wool 
tops from Uruguay, a close neighbor of Argentina, and it seems im- 
portant to me that the Treasury do something in cases of this kind 
rather than delaying indefinitely action which, in effect, prevents the 
benefit that we should be getting from the laws that were passed. 

Mr. Sournarp. Senator, could I mention just a word on Urugu: Ly ¢ 
On the 5th of April, a decree was issued in Uruguay which bars all 
exports of wool tops pending further examination by Uruguay of cer- 
tain aspects, and I believe— 

Senator Burier. That is an action taken by the Treasury looking 
toward the imposition of a countervailing duty? 

Mr. Sournarp. No, that was an action taken by the Uruguayan 
Coyernment in barring all exports of wool tops to the I Tnited States 
from Uruguay. The wool tops trade also are aware of that, and while 
we do not ourselves know what U ruguay then might do, at least for 
the time being Uruguay has taken positive action, which means that 


there will be no further wool tops moving. I again say that that 
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Senator Burter. I get the impression that the wool trade industry, 
which centers in Boston, the manufacturing industry, is quite inter- 
ested, and apparently they are of the opmion that I have been trying 
to give here, that the Treasury has been very delinquent in imposing 
countervailing duties up to date. 

Senator Hory. Any further questions / 

Senator Buriter. That is all I have, Mr. Chairman. 

Senator Hory. Thank you, Mr. Southard. 

Mr. Graham, would you like to proceed with anything further 

Mr. Grauam. Mr. Chairman, following Mr. Southard’s observa- 
tions about the injury aspects, if it meets with your approval and 
pleasure, I would like to read and submit for the record the following 
statement. 

Senator Hory. You may proceed. 

Mr. Granam. Mr. Chairman and members of the committee 
may have noted that the United States Tariff Commission has 
mitted to this committee a memorandum analyzing the various provi 
sions of H. R. 5505. A similar memorandum was submitted to the 
Committee on Ways and Means of the House of Repres®ntatives. In 
both these papers the Tariff Commission points out that the require- 
ment that the Treasury Department should determine whether par- 
ticular imports cause Injury to domestic industry is an unusual pro 
vision. In all other cases where a determination with respect to the 
economic effect of imports upon domestic production is required to be 
made the findings is made by the Tariff Commission. 

Subsequent to the time of the hearings, the Treasury De parti vent 
has been in contact with the Tariff Commission to further explore this 
subject, which, on its face, has considerable merit. These discussions, 
in our opnnon, have been helpful and fruitful. We have 
informal agreement with the Tariff Commission which, 
be formalized into appropriate language and, with 
could he considered during these hearmes as amendment Lo section Zz 
of H. R. 5505. The net effect of the proposal is that the Tariff Com- 
mission would be responsib Ne for establishing injury ¢ 
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to domestic pro- 
ducers in cases involving either antidumping or countervs ailing duty 
statutes. On the other hand, the Secretary of the Treasury would 
continue to be responsible for determining whether or not a bounty 
exists in countervailing duty cases, the extent of such bounty, if any, 
as Well as the determination whether or not a sale is made at less than 
fair value in antidumping cases. 

Senator Hory. Have you any further statements, Mr. 

Mr. Granam. I do not, Mr. Chairman. 

Senator Hory. At this time? 

Mr. Granam. Not at this time. 


(The prepared statement of Mr. Graham is as follows:) 


Graham ? 


STATEMENT OF ASSISTANT SECRETARY GRATIAM 


Mr. Chairman and members of the committee, I appreciate the opportunity 
which you have afforded the Treasury to present its views on H. R. 5505, the 
proposed Customs Simplification Act of 1951. 

H. R. 5505 is sponsored by the Treasury Department. It 
cedure in administering the customs laws and not 
not intended to effect any substantial change 
its enactment will enable customs to render 
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enactment of H. R. 5505 would be to remove many unnecessary procedural 
restrictions on imports. 

Most of the provisions of H. R. 5505 relate to the commercial importation of 
merchandise from foreign countries. Therefore, I should like to mention, in lay- 
man’s language, the process which is involved in a commercial importation. This 
not only will help to identify the steps which must be taken by the importer 
and by customs, but also will clarify some of the terminology which is used in 
customs commercial transactions. 

Let us assume that the importer has purchased merchandise in Europe which 
will require the payment of duties after it has been landed in the United States. 
Let us further assume that the merchandise is on a ship arriving at the port 
of New York. The master of the vessel has already prepared a manifest, which 
is a list of the articles of merchandise. This serves as the first paper control of 
the merchandise coming into the United States. 

After the vessel arrives at New York, the importer, or a customhouse broker 
acting for him, files an entry at the customhouse. This entry is a list of the 
merchandise which the importer wants to clear through customs. It contains 
detailed information concerning quantities, value, country of exportation, and 
other information which will be needed by customs. This entry also has the 
importer’s estimate of the amount of customs duties which will have to be paid 
on the merchandise, The entry officer examines these computations and, if the 
estimated amount appears to be correct, that amount of money is collected from 
the importer. &f obvious errors haye been made in estimating the amount of 
duty due, the entry officer requires the form to be revised and the correct 
estimated amount of duty is collected. On the basis of this entry, a permit is 
issued which tells the customs employees on the dock what merchandise may 
be immediately released to the importer and which packages are to be held for 
opening and detailed physical examination. Generally speaking, the numbers 
of packages to be retained for physical opening and inspection would be no more 


than 1 package ont of each 10 of a simpilar lot. The customs employees checks to 
see whether the number of packages landed from the vessel agrees with the num- 
ber shown on the manifest and listed by the importer on the entry. Those pack- 
ages which have not been selected for examination are usually immediately 


released to the importer, after their number has been verified, and go immediately 


nto the course of trade 


The packoges selected for examination are, in most cases, carted to the 
appraisers’ stores. This is a building which has both office space and warehouse 
space in which the packages are opened and the contents are counted to see 
that the quantity and kind of items indicated to be contained in a particular 


package are actually in it. 

Many rates of duty are stated as a percentage of value, and we call them 
ad valorem duties. To assess an ad valorem duty, customs must appraise, or 
value, the merchandise. Records have been carefully kept of previous shipments 
of the same or similar articles Through an information exchange, value in- 
tion has also been secured from the other ports throughout the United 
States as to the values declared by importers at those ports for like items. 

In connection with the present shipment, the importer has arranged, through 
his foreign representative or the company from which he procured the mer- 
chandise, for an invoice. This means that the merchandise being exported from 
the foreign country has been described and listed and information concerning 
the value of the articles being exported is contained on the invoice. In many 
cases this invoice is a consular invoice, which is required to be certified by an 
American consul, who makes such verification of the information as he con- 
siders necessary. These certified consular invoices are then sent to the American 
importer, who supplies this value information and any other information he has 
concerning value to the appraiser, who, in this example, is in New York. 

The valuation of merchandise is not, however, a simple process, Under the 
present law, which provisions of this bill would amend, there are several methods 
of valuing merchandise, depending on a large number of factors. The principal 
methods of valuation, however, are foreign value, or export value, whichever is 
higher. This means that, at the present time, not only must the foreign shipper 
and the American importer furnish information concerning both values of mer- 
chandise, but customs must make both determinations in order to value the 
importations at the higher of the two figures. Briefly, foreign value is the 
price at which the specific commodity is offered for sale in wholesale quantities 
on the home market, that is, in the country from which it is shipped. Similarly, 
the export value is the price at which this commodity is offered for sale in whole- 
sale quantities for export to the United States. In cases where there is a doubt 
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as to the correctness or sufficiency of the information available, a detailed in 
vestigation by customs representatives in the foreign country is required. 

The appraiser reports his findings to the collector who uses them, together 
with information on quantities, weights, et cetera, to make a final determination 
of the duties owed by the importer. If, at the time of entry, a larger payment 
was made than is finally determined to be due, a refund is given the importer. 
If, however, more duties are owing the Government, collection is made from the 
importer of the increased amount. 

In the example which I have given, all went well. The importer did not 
encounter the impediments which we are trying to minimize and some of which 
will be mentioned in this statement. 

This proposed legislation is part of the over-all management 
program of the Department which was instituted by Secretary 
he became Secretary of the Treasury. 


limprovement 
Snyder when 


The Secretary desired that an outside management firm of industrial engineers 
make an evaluation of the customs service. The Congress concurred, and the 
Kightieth Congress, first session, appropriated a specific sum of money for this 
purpose in 1947. After careful study the firm of McKinsey & Co., of New York, 
wus selected to do this work. In the letter of authorization the objectives of the 
survey were stated to the management firm as follows: 

“To study the operations of the Bureau of Customs and the customs service 
with a view to promoting the efficiency of operations to the end of performing 
the duties and responsibilities with which the customs service is charged by law 
and in a manner that will protect the revenues and afford the greatest degree of 
service to the public. The end objective is to accomplish these results with the 
greatest degree of economy and the least possible cost to the Government 

McKinsey & Co., after completing their study, made a report which stated 
among other things, that “all things considered, the customs servi ‘ 
operated as the average business concern. However, we believe it can be im- 
proved.” The report made many suggestions and recommendations. For sta- 
tistical purposes we considered that the report contained 17S recommendations 
The majority of these recommendations, or 142 in number, were 
trative. That is to say, the recommendations, 
effect by order of the Secretary, or 


ice Ss aS well] 


termed adminis 
if approved, could be placed in 
the Commissioner of Customs, as the ¢: 
might be. On the other hand, the recommendations which would require changes 
in existing law, were termed “legislative.” 


ise 


There were 36 such recommendations 
A steering committee was appointed by the then Under Secretary A. L. M 
consisting of men selected from the Department, the Bureau, 
direct the study. The report was then divided into 15 
task force leader was assigned to each area. 


Wiggins, 


1 the field, to 


al { 
functional areas, and a 
Qualified people were then chosen 
from both the headquarters and field offices to assist the leadet 

A majority of the administrative proposals were accepted and put into effect 
Some were found to be undesirable Many required a partial modification of 
the proposal so as to be more practicable or workable, A box score 


of the admin 
istrative recommendations follows: 


Total administrative 


142 
Approved and in effect 97 
Approved and in process of becoming effected 6 
Miscellaneous (additional funds required, et 9 
Under consideration 2 
Not adopted 28 


With respect to the 36 legislative proposals contained in the McKinsey & Cs 
study, the following tabulation shows the action taken: 


Incorporated in H. R. 5505 


21 

Became effective dune to passage of other legislation after the McKinsey 
report 21 
Covered by pending legislation, other than H. R. 5505 5 
Existing laws permit accomplishment 2 
Under study ; 3 
Rejected 3 3 
OCs —... ; e oe ; 36 


As you know, the customs laws are usually specific and detailed as to what 
can be done by a customs officer in administering the Tariff Act. Therefore, it 
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is generally conceded that there is a great deal of technicality involved in cus- 
toms, and the Treasury and customs people are here to assist in answering any 
questions which you may have in mind. However, I believe that your valuable 
time will be better served if I may confine my comments to the more general 
features of H. R. 5505, from the customs viewpoint. 

Section 13 is undoubtedly the most important single provision of this bill. It 
amends section 402 of the Tariff Act which tells the customs appraiser how to 
find the value of imported merchandise. As I already have explained, many 
duties are stated as a percentage of the value, so that the value has to be known 
before the duty can be assessed. 

The appraiser, in determining value under the present statutory alternatives, 
must first ascertain both the foreign value and the export value and then appraise 
the merchandise according to whichever is higher. it will be observed that this 
valuation is made with reference to prices in both the home market and the 
export trade, of the particular country from which the merchandise is shipped 
to the United States. Generally speaking, the value of the bulk of all dutiable 
imported merchandise is determined in this manner rather than by value in the 
United States. 

Often there are various technical restrictions involving either the “foreign 
value” or “export value” determinations, and, if the appraiser cannot ascertain 
such values, he must then appraise aecording to “United States value.” In 
essence, this value is based on offers of the imported preduct in the United States. 
If this method does not produce the determination of value, then the appraiser 
must resort to what the present statute terms “cost of production.” We are sug 
gesting a change of name to constructed value as more descriptive of the process 
of determining this type of value in the foreign country. 

It will be noted that the appraiser must know a great deal about offers to sell 
or sales of the same or like merchandise in the home markets of the country 
from which the merchandise is shipped, in order to determine “foreign value.” 
In order to secure this information, there is often involved a large expenditure 
of time and ¢ffort on the part of the importer in finding out about transactions in 
a foreign country which he may know nothing about Likewise, there is an 
obvious and inherent difficulty in requiring an American customs official, or an 
importer, to obtain detailed information as to business operations in a foreign 
country. 

Furthermore, the “foreign value” standard sometimes produces the inequitable 
result that exports from a small country have a higher valuation for customs 
purposes than the same exports from larger countries, This happens because 
the home market in small countries is not large and the usual wholesale prices 
in that country may not reflect the discounts available for large-quantity sales 
to importers in the United States. Another difficulty is that the prices in the 
home market are frequently enhanced by internal taxes which do not apply to 
the merchan lise when exported, and recent court decisions do not completely 
remove the doubt as to when these taxes have to be added in order to arrive at 
the dutiable value. 

Che bill proposes to meet these preblems bv making the so-called export value 
the method which the appraisers must employ whenever they are able to do so. 
Failing in this, they are to use the United States value. We propose to eliminate 
the foreign value as a method of appraisement entirely. This change was 
strongly recommended by McKinsey & Co. The advantage of this will be that 
the rmation necessary to make an appraisement will usually be available to 
tl ppraiser in the United States. Either the very merchandise he is apprais 
ing Ww have been freely offered so that the sale will be a satisfactory basis for 
ippraisal or he will have knowledge of the prices paid for similar merchandise 


. : 
imported by other parties. 

Section 13 contains a number of other technical provisions which are designed 
to make it easier to find a value and to make the value when found more com 
me! vy realistic. One of the main objections to our present value method is 
tl kes so long to find the value, and we are confident that if this bill is 
enacted appraisements will be made much more rapidly. 

Next I would like to invite your attention to section 17 of the bill, which deals 
with the amendment of entries and un‘ervaluation duties. Under present law. 
whenever the appraiser finds a value in excess of the value at which the importer 
entered his merchandise there must be assessed under valuation duties. which 
are measured by the difference. They are heavy monetary exactions and, from 
the importer’s point of view, actually penalties, although not so designated in the 


statute. Under present law, the importer has a chance to escape the undervalua- 
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tion duties if the appraiser tells him what advance he proposes to make in the 
value and if the importer amends his entered value to correspond. Customs 
regulations permit appraisers to furnish this information if the importer has 
cooperated by supplying all the information in his Possession which wil] help the 
appraiser. Furthermore. even after the undervaluation duties are 
importer can petition the Customs Court, which Will remit them 
has acted in good faith. 

The trouble with this procedure is that the provisions to protect the innocent 
importer are not sufficient to prevent undervaluation duties from being assessed 
in many cases where they are not deserved. To avoid them the procedure is 
extremely cumbersome and roundabout and involves a lot of unnecessary paper 
work in ameniing entries, which is a burden both on the importer and on the 
collectors of customs. 

Section 17 seeks to eliminate both the amendment of entries and the circum 
stances which now make amendments hecessary, The importer Who cooperates 
by supplying all information in his possession or available to him will be no longer 
subject to undervaluation duties, even if the appraiser has advanced the entered 
value. Furthermore, if the appraised value should happen to be less than the 
entered value, he will get the benefit of the difference. Under present law, if 
the entered value exceeds the appraised value, the entered valne goverus and the 
importer gets no benetit from the lower appraisement, Therefore, amendment 
ol entries under the bill ceases to have any legal] Consequence and can be done 
away with as unnecessary, 

Section 17 further provides that when under valuation duties are assessed they 
are subject to protest and review procedure the same 
sequently, if the importer believes that the appraiser has been arb trary in his 
demands for information, he can obtain adMinistrative and judicial review. The 
bill also eliminates the presumption of fraud Which arises under present law if 
the undervaluation is 100 percent or ore. We believe that such undervaluatio 
are frequently innocent and result from misunderstanding of the 
inetho | of valuation, and therefore no presutuption is justified. Of course, if 
there is actual] fraud, other Provisions of the « Uustoms laws can be invoked. 

We believe that there will be three principal advant 
these provisions. First, the customhou 
amendments of entries. Second. importers will] hot be assessed undervaluation 
duties unless they have in som, Way been derelict in performing their obligations 
under the law. Third, in cases of doubt the question Whether or not undervalua 
tion duties have been incurred will be det: rmine | much more quickly and cheaply, 
The final word Still remains with the Customs Court. 

Another Provision of the bill, section 
requirements. There is a provision of 
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requires that all 
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the customs laws which 
imported merchandise be marked to show the 
obvious exceptions such as bulk goods. We are 
this provision. Elsewhere in the customs laws there are certain additional 
requirements. For example, let me invite your attention to paragraphs 354 and 
soo Of the Tariff Act of 1930, They require that most knives whe imported 
be murked With the name of the maker or purchaser, and hen, ith the same, the 
name of the country of origin, die sunk conspi ously and indelibly on the blade, 
or on the shank or fang. It is not sufficient if the name of the 
other side of the blade from the country of 
added after importation 


not recommending any change 
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maker be on the 
Origin, ney may these 
In actual practice these provisions have 
constitute traps for inexperienced import 


fers seeking to market new 
chandise in this commtry. Moreover, they serve little useful 


! purpose he cause the 
seneral marking requirements would insure that constmers would know what 
Was the country of origin. These special marking re juirements h 
or unusual or hardship cases. 
wrangles such as occur when an 
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Consequently, they often Produced irritating 
American doctor orders spe cially designed surgi- 
cal instruments abroad and then finds that the 
prevent their coming in. 
The next section I would 
informa] entries. I have already explained what an entry is in cust 
Present law permits the entry of a shipment Valued at $100 or 
mal,” which means that it is on a special simplified form and is tilled out by the 
customs inspector for the importer, The Proposed bill would in rease the 
Ceiling on such informal entries to $250, and, 
House, would permit informal entri 
churches, and libraries, Principally of be 
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value. Formal entries require an amount of detail for the importer and for the 
customs which is excessive for shipments of under $250 in value. The revised 
section will permit small value shipments to be handled a great deal faster, to the 
benefit of both the importer and the Government. 

Next, I would like to refer to section 20 of the bill, which deals with conversion 
of currency. In recent years we have had a great deal of difficulty in operating 
satisfactorily in cases where it is necessary to convert a foreign currency into 
dollars for some customs purpose. We have to do that whenever we appraise 
merchandise which is bought by payment in a foreign currency. Almost all for- 
eign value appraisements are necessarily in the foreign currency and have to be 
converted. If we eliminate foreign value, this problem will become less acute. 
The problem will not be eliminated, however, for the determination of export 
value will require a conversion of foreign currency whenever the applicable ex 
port price is in a foreign currency. In recent years, conversion troubles have 
multiplied as countries have imposed exchange restrictions, have permitted black 
markets to develop in their currencies, and have even developed multiple rate cur- 
rencies. They are systems whereby an exporter who sells one product for dol- 
lars will get more of his owa currency per dollar than the exporter who sells 
some other product. In other words, there are several exchange rates for the 
currency, depending on the commodity to be exported. 

The first part of section 20 repeals the obsolete provision of an act of 1894 which 
still requires the Secretary of the Treasury to publish periodically the gold con- 
tent of foreign coinage. This information was intended to be used for customs 
purposes but is now useless for that purpose, since foreign countries either do not 
announce the gold content of their money, or, if they do, the figure has no signifi- 
cance in international trade. Practically all currency conversions for customs 
purposes today are made under the provisions of section 522 of the Tariff Act, 
which requires the Secretary of the Treasury to make use of conversion rates 
certified daily by the Federal Reserve Bank of New York whenever the rates 
actually employed in commercial transactions vary by more than 5 percent from 
the gold content rate. Practically all commercial rates do vary by more than 
5 percent, and this provision thus apnlies 

Section 20 of the bill will permit the Customs Service to employ as the basic 
conversion rate the par values of foreign currencies maintained pursuant to 
the Articles of Agreement of the International Monetary Fund. Some countries 
do not maintain such a par value, and, for these countries, the conversion rate is 
to be determined by the New York buying rate as certified by the Federal Reserve 
bank, just as at present. The advantage to be derived is that, whenever a par 
value is maintained, a constant figure can be used, and it will not be necessary 
for customs officers to follow the daily minute fluctuations that occur in the 
buying rate, nor will it be necessary for the bank to supply certifications with 
respect to these currencies which are maintained at par. When multiple rate 
currencies exist, the bank is to certify these rates and the Secretary is to apply, 
for customs purposes, the rate or rates which reflect effectively the value of that 
currency in commercial transactions. This follows the rule set down by the 
Supreme Court in Barr y. United States. When a country having a.par value 
established pursuant to the fund articles permits the actual commercial rate 
of exchange to deviate from that par, the Secretary likewise is to use certifica- 
tions furnished by the bank whether or not the deviation is recognized as valid 
under the fund articles. The intent is that the rate employed for customs 
purposes shall always be the realistic commercial rate actually applicable to 
imports of the class of products such as the product undergoing appraisement. 
Experience has shown that par values established with the International Mone- 
tary Fund are dependable as a bench mark in the sense that the rates actually 
employed in commercial transactions do not deviate substantially from them. 
The provision for cases of deviation will have to be invoked, we hope, in excep- 
tional cases only. 

I come now to section 19 which would permit the correction of errors and 
mistakes of importers or the Customs Service in customs transactions which 
are adverse to the importer and which cannot be corrected under existing law. 
In the thousands of customs transactions, many such mistakes occur which 
should be corrected in order to do justice to the importing public. The Govern- 
ment has no interest in retaining duties which were improperly collected as a 
result of clerical error, mistake of fact, or inadvertence. The inability to make 
refunds in such cases results in great dissatisfaction and a feeling of injustice 
among importers, particularly among those who are not regularly engaged in 
importing. Under existing law, it is impossible to correct, by administrative 
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action, any error in appraisement, irrespective of the nature of the error. Under 
this section, certain errors in appraisement which result from 
and clerical errors may be corrected by administrative action. 
nate the necessity for assessing duties in many 
in excess of its admitted value. 

The six provisions which have been discussed above constitute the most im- 
portant aspects of H. R. 5505 as they relate to commercial transactions from a 
customs viewpoint. There were two provisions in the original bill which appar 
ently caused some concern to certain elements of American industry. Briefly, 
these two provisions related to what is known as the American selling price 
method of valuation and the basis for taxing distilled spirits. Both were 
eliminated by the House. Although such provisions had the merit of producing 
simplification by bringing about uniformity in customs administration, the 
Treasury does not propose that they be reinstated in the bill by this committee. 

I have endeavored to high light the principal provisions of this bill which 
affect foreign trade. Other provisions of the bill, such as the restatement and 
simplification of the statutes relating to the personal effects of travelers, can be 
discussed in such detail as your committee may desire. I wish to assure you 
that the personnel of the Treasury is available at all times to assist your com 
mittee in its consideration of this bill. 

Senator Butter. Thinking a little further about what Mr. Southard 
said about ‘shipments having been stopped from Uruguay by action 
of the Uruguayan Government, I wonder if that could have been a 
result of the prospect of these hearings, and that shipments will be 
resumed pretty shortly when Congress calls an end to the hearings or 
does something ? 

Senator Hory. Have you any information on that subject ? 

Mr. Sournarp. Mr. Chairman, I cannot supply any further infor- 
mation. We know only that they took the action on the 5th of April. 

Senator Burier. It is more than likely that it was due to the threat 
of action up here by Congress, I think. I do not see any other reason, 

Senator Hory. Do you have any information on that subject ? 

Mr. Sournarp. No further information than I have already indi- 
cated. It is known to them that this whole problem is under careful 
study in the Treasury Department. 

Senator Burier. There has been considerable agitation in various 
segments of the wool trade industry on account of the lack of action 
by the Secretary of the Treasury. They know about that, 
down there. That is all, Mr. Chairman. 

Senator Hory. Thank you, Mr. Southard. 

Mr. Graham, are these gentlemen who are accompanying you wit- 
nesses, and do they have any special statements to make, or are they 
here merely to answer questions 4 

Mr. Granam. Mr. Chairman, they are here to serve the pleasure 
of the committee in any questions that you might have. As you 
know, the customs procedures and laws are very technical, and they 
are well qualified to speak in the words of art which pertain to 
customs, so that if there are any questions here that—— 

Senator Hory. We appreciate their presence, and so do the members 
of the committee, of Mr. Charles McNeill, assistant general counsel; 
Mr. W. R. Johnson, assistant to the Commissioner of Customs; 
Phillip Nichols, Jr., general counsel of the Renegotiation Board. 

Mr. Nicuors. You understand, Mr. Chairman, that the Renegotia- 
tion Board is not taking part in these hearings. I am just on loan 
from them. 

Senator Hory. Yes. 

Mr. Nicnors. The Board itself is not participating. 
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Senator Hory. Yes; I knew that the Board itself was not par- 
ticipating. 

In the meantime, we will take the next witness, and then we will 
see if you gentlemen have any answers to questions. You gentlemen 
just remain to see if there is anything further. 

Next is the Honorable Harold F. Linder, Deputy Assistant Secretary 
of State for Economic Affairs. Is Mr. Linder present ? 

Mr. Granam. Mr. Chairman, may I say that Mr. McNeill and Mr. 
Johnson will be available at all times to serve your committee, and in 
case of any special requests we can also have Mr. Nichols present. 

Senator Hory. Thank you very much. 

Mr. Granam. I want to thank vou, Mr. Chairman, and the members 
of your committee, for your courtesy in receiving us. 

Senator Burier. I think it would be interesting, Mr. Graham, if 
you could include a little statement in here, that I think would be 
easily available, as to the amount of wool that is being held back in 
Uruguay and Argentina for export. They do not eat it. They are 
going to export it at some time. 

Mr. Granam. We will endeavor to find that for you. 

Senator Horr. If you can find that information, it will be inserted 
in the record. 

Mr. Granam. Yes, sir. 

(The information referred to is as follows :) 

As of March 31, 1952, according to information received from the United 
States Department of Agriculture, it is estimated that stocks of wool in Argen- 
tina and Uruguay were approximately 580 million pounds and 170 million pounds, 
respectively, on a greasy basis. Of these stocks roughly 500 million pounds and 
160 million pounds, respectively, appeared to be available for end-of-season carry- 
over and for exportation to all countries. It is believed that not more than 
approximately 70 to 75 percent of the Argentine stocks and SO to 90 percent of 
the Uruguayan stocks are of qualities that could be made into tops, the balance 
being of coarser qualities, or carpet type wools. The above estimates of stocks 
as of March 31 do not include quantities afloat or in warehouses in the United 
States. 

Senator Hory. We thank you very much, Mr. Graham. 

Mr. Granam. Thank you, Mr. Chairman. 

Senator Hory. If the committee wishes additional information, you 
will furnish it to us. 

Mr. Granam. Thank vou, sir. 

Senator Hory. Our next witness is Mr. Harold F. Linder. 


STATEMENT OF HAROLD F. LINDER, DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Linper. My name is Harold F. Linder. Iam Deputy Assistant 
Secretary for Economic Affairs in ra: Department of State. I joined 
the Department in this capacity in February 1951. Before coming 
with the Department, my career w in criticoky in private business, except 
for a period of service in the Navy. At present, I am on leave of 
absence from my position as president of an investment company. 

Representatives of the Treasury Department have already com- 
mented on the technical provisions of this bill. What I should like to 
comment upon briefly is the way in which this bill bears on our eco- 
nomic relations with other countries. 
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In my own experience with the representatives of other countries, 
[ have been impressed with the importance they attach to this project 
of American customs simplification. The reason for this strong inter- 
est by foreign countries in what seems to be simply a technical project 
is not hard to find. It arises out of the critical importance which the 
export trade has for these countries. Take Canada, for example. Of 
every $100 of goods Canada makes, she exports about $22; for Great 
Britain, the comparab le figure is $21; for Belgium, $30, and so forth. 
This means, as far as these c ountries are concerned, that their economic 
existence in some ways depends on their ability to export. In that 
kind of situation the treatment of their goods in foreign customhouses 
is a matter of prime political and economic importance. 

The relationship between a country’s trade and its political orienta- 
tion was a factor very much in the minds of the Soviet officials who 
planned the Moscow Economie Conference. They were very much 
aware of the fact that one of the most effective gestures of good will 
which one country can extend to another is an offer to take its goods 
ona reasonable basis. They were aware of the converse proposition as 
well—that there are few things in international relations which gen- 
erate political hostility quite as rapidly as an unwillingness to give 
another country a reasonable opportunity to trade. They already 
realize what we are only beginning to learn—that every national policy 
affecting foreign countries is a potential weapon in the cold war 
between the East and the West. 

When one tries to appraise the significance of the customs-simplifica- 
tion project in this context, I think it is important to realize that the 
cumbersome and inequitable customs procedures with which this bill 
deals create rather a different reaction among exporters and importers 
than the more apparent forms of trade barriers such as tariffs. These 
customs procedures grew up in piecemeal, patchwork fasliion over the 
years, as one current problem or another seemed to need special atten- 
tion. In time the problems disappeared, but the provisions of law 
designed to deal with them did not. To the prospective exporter, the 
procedures now seem to have no apparent rhyme or reason. When 
incomprehensible procedures of this sort operate to prevent a product 
from being imported, the experience leaves in the businessman a sense 
of frustration and resentment, which inevit: ably is reflected in the 
attitude of his government. 

However, the bill is important, not only for its effect upon the 
attitudes of foreign countries but also for its bearing on the immediate 
problems which American exporters and importers face in their day- 
to-day business. The importance of simplifying import and export 
procedures from the businessman’s point of view is indicated by the 
heavy emphasis which business groups concerned with international 
trade have placed on this objective. Business associations such as the 
International Chamber of Commerce have devoted a very considerable 
umount of time and effort to the streamlining of these procedures, both 
here and abroad. 

The sort of reform which such business groups hope to achieve in 
this field is in keeping with our objectives as a nation in the inter- 
national rade field. For years, the United States has sought to 
reduce the degree of Teer Sana which governments have placed in 
the way of business enterprises engaged in international trade. Undue 
governmental interference, cumbersome administrative procedures, 
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and red tape do not provide an encouraging climate for private enter 
prise in international trade. On the contrary, they tend to foster 
the growth of governmental trading. The simplification of American 
procedures and the elimination of American red tape would be the 
strongest kind of affirmation of faith in our own preachments. 

In the end, our action in simplifying American precedures is likely 
to help our businessmen not only at home but also in foreign countries. 
The improvement of our practices should help to bring about reforms 
in the customs administrations of other countries and to make life 
abroad somewhat easier for the American exporter. Converseiy, our 
failure to move ahead in this field may well lead to backsliding on the 
part of other countries in this field. Any such trend, which could 
easily develop, would end up with all of us the losers. 

Canada isa particularly good illustration of this last risk. A few 
years ago, the Canadians simplified many of their customs procedures 
in the hope and expectation that the United States would do likewise, 
and that a mutually profitable trade between our two countries could 
be facilitated. She developed a more equitable basis of valuation for 
customs purposes, and increased the extent to which importers could 
get remedies in the courts from the decisions of customs officials. 
However, the Canadian Government has been under very continuous 
pressure to undo its reforms, because the United States has not so far 
removed some of the inequities which have plagued Canadian ex- 
porters to this country. 

I have so far been stressing what this bill does. Let me conclude 
by mentioning what it does not do. This bill does not alter the tariff 
rates which now afford protection to domestic industry. It does not 
in any way threaten our industries. It does, however, eliminate some 
of the trade barriers which now exist in our customs practices and 
which in many cases were not originally intended by the Congress. 

In conclusion, I want to record the Department’s strong endorse- 
ment to the bill. The bill serves the interests of the United States 
as a whole and merits the favorable consideration of this committee. 

Senator Hory. Mr. Linder, we are very glad to have had you appear. 

Mr. Linper. Thank you, six. 

Senator Hory. We are not very many of the committee present this 
morning but, of course, it will all go in the record. 

Senator George, who is absent, asked me to hold the meeting. The 
committee will examine the record in detail. Weare very glad to have 
your statement. Is there anything further? 

Mr. Linper. No; there is nothing further, Senator. 

Senator Hory. We appreciate your appearance. 

Senator George has received a large number of communications, 
Senator Butler, bearing on this, from different companies, and I am 
going to submit these to the reporter, a list of them, to be included 
in the record. They are letters — statements from the following: 

Sandoz Chemical Works, Inc.; California Stevedore & Ballast Co.; 


Tacoma V egetable Oils, Inc. : Chamber of Commerce of the United 


States; Williams, Clarke Co., customs brokers; National Foreign 
Trade Council, Inc.: Illinois Manufacturers’ Association: the Toilet 
(Gsoods Association, Inc.: Close & Stewart, customs broke srs: the Cham- 
ber of Commerce of Kansas City, Mo.; Princeton University Library ; 


National Association of Waste Material Dealers, Inc.: the Purcell 
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Co., Inc., Lexington, Ky.; American Watch Association, Inc.; and R. 
F. Downing & Co., Inc. 

All of these will be included in the record. 

(The documents above-refered to are as follows:) 


SANDOZ CHEMICAL WorKs, IN¢ 
Vew York 13, N. Y., January 3, 1952. 
Hon, Senator WALTER F. Grorce, 
Chairman, Finance Committee, United States Senate, Washington. D. C 

Deak Stk: We have the honor of approaching you as importers of coal-tar 
dyes and other coal-tar products from Switzerland during the last 50 years 

The purpose of this letter is to invite your attention to section 17 (a) of H. R 
5d05 which would eliminate the right to amend entries of Coal-tar products hith 
erto granted by the Tariff Act for sound reason. 

Trusting that the representative of this company will be accorded an oppor 
tunity to appear before the United States Senate Finance Committee in the 
event the committee should hold hearings on H. R. 5505, we take pleasure in 
summing up our viewpoint, as follows: 

Importers of such coal-tar products, if comparable with domestic coal-tar 
products, are dutiable on the basis of the selling price of the latter products in 
this country. If they are not comparable, they are dutiable on the basis of 
United States value, which is defined in the tariff. Before comparable dye 
tests are made, it is impossible at the time of entry to determine whether or not 
coal-tar dyes and other coal-tar products are dutiable on the basis of the Ameri- 
can selling price or United States value. Therefore, it is necessary to make 
tests of the imported coal-tar dyes after arrival in this country before determining 
whether they are competitive or noncompetitive. At the present time under 
section 487 of the Tariff Act of 1980, the importers of coal-tar dyes and other 
coal-tar products are permitted to amend their entries at any time prior to the 
time it has come under the observation of the appraiser for the purpose of 
appraisement. We hold that this right should be preserved in fairness to the 
importers, in the interest of simple procedure and in order to eliminate unnec- 
essary litigation. 

Believe us, dear sir, we are, 

Yours very truly, 
Sanpoz CHEMICAL WorkKs, IN« 
I. SCH NEEBERGER 


CALIFORNIA STEVEDORE & BALLAST Co., 
San Francisco, Calif... December 20, 1951. 
Re proposed import tax on copra. 
Hon. WALTER I’, GEORGE, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR: We take the liberty of appreaching you regarding a matter of 
vital importance to our stevedoring industry, a large volume of which consists 
of copra discharging, which involved a vearly labor payroll in 1951 in excess of 
$491,854 and machinery owned by our company alone valued at nearly one-half 
million dollars. 

Since 1934 coconut oil, which is derived from the crushing of copra, has been 
subject to an excise tax of 3 cents per pound. While this tax is burdensome to 
the vegetable oils and fats industry, it has not directly affected the importers 
and crushers of copra, since it is levied only upon the first domestic processing 
of the product, or in other words, the first refining of the coconut oil after it has 
left the hands of the importers and crushers as a crude-oil product. If the 
proposed legislation goes into effect, it will mean that the importer of copra will 
have to pay the 3 cents per pound processing tax on the oil content of the copra, 
which is equivalent to about $42 per long ton on the copra itself. 

Enclosed herewith is a memorandum describing the background of the proposed 
new tax measure together with the general arguments made by the National 
Institute of Oilseed Products for its defeat. A further significant fact not 
brought out by the memorandum is that prior to World War II about 90 percent 
of the Philippine copra production was shipped to the United States. At the 
present time only about 40 percent of this copra is coming to our country, largely 
owing to the fact that because of the oil processing excise tax the other nations 
in the world are able to purchase copra at a more favorable price and are thereby 
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securing a larger and larger portion of the supply, to the disadvantage of our 
copra-crushing industry. This is a trend which is most alarming to observe and 
which, if it continues, will eventually force our industry into serious difficulties. 
We, the California Stevedore & Ballast Co. and the Metropolitan Stevedore 
Co., our wholly owned subsidiary at the port of Los Angeles, therefore respect- 
fully bespeak your kind assistance in eliminating section 22 of H. R. 5505 when 
this comes before the Senate Finance Committee in 1952. 
Yours sincerely, 
CALIFORNIA STEVEDORE & BALLAST Co., 
By J. G. LupLow, 
Vice President and General Manager. 
METROPOLITAN STEVEDORE Co., 
By J. G. Luptow, President. 


MEMORANDUM 


A 3 cents per pound excise tax was imposed in 1934 upon the first domestic 
processing of coconut oil. This tax was never a revenue measure but was rather 
in the nature of a protective tariff. At that time coconut oil was widely used in 
the manufacture of margarine, and the basic reason for the imposition of the tax 
on coconut oil was to protect the dairy industry. 

The tax, of course, imposed an important burden upon the copra industry of 
the Philippine Islands and, to mitigate in some degree the effect of this burden, 
prior to 1946 the amounts collected by the Treasury as a result of this tax were 
returned to the Philippine Islands. ‘This further demonstrates the fact that the 
tax was never designed as a revenue measure for the support of the Government 
of the United States although since 1946, and Philippine independence, the tax 
is no longer remitted to the Philippines but is taken into the general fund of the 
Treasury of the United States, a consequence never intended when the tax was 
imposed. 

The tax has been burdensome, not only to the Philippine copra producers but 
to the United States producers and users of coconut oil, constituting as it does, 
an additional burden of cost which coconut oil must bear over other competing 
materials. In consequence, the copra and coconut oil industry in the United 
States has always been eager to see the tax removed, but no proper opportunity 
for its removal presented itself until recently. 

In the last Congress however, a bill was introduced for the simplification of 
customs procedure, know as the Customs Simp!i ication Act. It was originally 
known as H. R. 8304, then as H. R. 1535. The bill contained many very desirable 
features, but contained one section, section 23, which is very damaging to the 
eoconut oil producing industry. That section converts the 3 cents per pound 
processing tax into an import tax payable upon the importation of copra, the 
raw material of coconut oil, as well as upon coconut oil. Its effect would be to 
retain the general burden of the processing tax but to shift it from the processor 
of coconut oil to the producer of coconut oil and the importer of copra. The 
National Institute of Oilseed Products, numbering among its members many 
copra importers and coconut oil producers, felt that this shift of the burden was 
unjust to the industry and should be opposed. It also felt that the change in 
the law contemplated by section 23 opened the door to reconsideration of the 
processing tax as a whole 

The NIOP therefore approached the House Ways and Means Coramittee with 
two proposals . 

1. That in connection with the Customs Simplification Act, the processing tax 
be repealed altogether. 

2. That if repeal should be rejected, section 23 of the H. R. 1535 should be elim- 
inated altogether, leaving the processing tax in its present form and avoiding 
the conversion of the tax into an import tax. 

The NIOP was unsuccessful before the House Ways and Means Committee. 
The committee took the position that a consideration of an outright appeal 
of the tax was not germane to the Customs Simplification Act and therefore 
rejected a motion that the bill be amended to accomplish such repeal. The com- 
mittee also rejected the proposal of the NIOP that section 23 of the act be 
eliminated in its entirety, apparently failing to appreciate the serious effect upon 
the coconut oil producing industry of the shift of the burden. However, various 
members of the committee expressed themselves as beng sympathetic toward 
the repeal of the tax in its entirety in a bill separately introduced for that 
purpose. 
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The Ways and Means Committee therefore left section 28 unchanged, made 
certain other amendments in the measure and sent it to the floor of the House 
as H. R. 5505 in which, due to certain unimportant revisions, section 23 of 
H. R. 1535 has become section 22 of H. R. 5505. In this form it passed the House 
and has been sent to the Senate, where hearings upon it will be held early next 
year by the Senate Finance Committee. 

It is useless to renew before the Senate Finance Committee the request for re 
peal of the processing tax as a whole, as a measure so affecting the revenue 
would have to originate in the House. However, it is definitely desirable to 
continue in the Senate the effort to prevent the conversion of the processing tax 
into an import tax, i. e.. to renew in.the Senate the proposal that section 22 
of the present H. R. 5505 be eliminated in its entirety. The NIOP, through its 
legislative committee, is now making plans for the presentation of this 
tention to the Senate Finance Committee. 

In brief, this should be of marked interest to all soap makers and users of co 
conut oil as it means they will have to pay the 3 cents per pound additional at 
the time the oil is shipped from the Pacific coast instead of 30 days after the end 
of the month in which it is processed. It will also obviously affect everybody 
connected with the coconut oil Crushing industry such as steamship lines, in- 
surance companies and labor, both in the stevedoring and the actual plants them- 
selves, 

The members of the Senate Finance Committee who will pass on this 
matter are Senators George (Georgia), Connally (Texas), Byrd (Virginia), 
Johnson (Colorado), Hoey (North Carolina), Kerr (Oklahoma), Frear (Dela- 
ware), Taft (Ohio), Butler (Nebraska), Brewster (Maine), Martin 
yania), and Williams (Delaware). 


con- 
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TACOMA VEGETABLE OILs, INC., 
Tacoma 2, Wash., January 2, 1952. 
Senator Harry P. CAIN, 
United States Senate, 
Washington, D.C. 

Dear SENATOR CAIN: At the present session of the Senate we have been advised 
that the Senate Finance Committee will consider H. R. 5505 dealing with changes 
in the processing tax on coconut oil. Under section 22 of this bill it is planned to 
eliminate the processing tax on coconut oil and substitute an import tax that 
will yield the same revenue. 

The National Institute of Oilseed Products, of which we are a member, has 
been carrying on in an endeavor to have the coconut oil processing tax eliminated 
entirely. From the enclosed information you will note that this tax was started 
to give aid to the Philippine Islands while they were under our control. This 
tax imposes an unjust burden on the islands and is seriously injuring their 
economy. The President of the Philippine Islands has the matter up for the 
elimination of the tax, as well as the soap industry in this country, labor inter- 
ests on the Pacifie coast ineluding the stevedoring arm, as well as many other 
branches of allied users of either the coconut oil or the copra meal. 

At this time we are trying to arrange enough support to have section 22 of the 
present H. R. 5505 eliminated in its entirety. If it goes through, it will mean 
that every copra processor will be faced with the added cost of paying the import 
tax when the copra is received, rather than having the first processor of the oil 
pay the tax. 

Since starting up in Tacoma, we have contributed considerable tonnage to 
American-flag vessels hauling our copra from the islands, the first year around 
36.000 tons and for the first half of our present fiscal year, close to 20,000 tons. 
Rather than continue burdens on this strategic and critical material, we feel that 
efforts should be made to stimulate the use not only for the benefit of the United 
States, but also for the improvement of the Philippine Islands. Copra is their 
principal source of export revenue. The handling of the cargo is vital to our 
American merchant marine for home-bound cargo. Freight revenue on the 
oil to the consuming markets in the midwest and East is quite important to the 
Pacific coast railroads, 

Any assistance you can give us with the Senate Finance Committee toward 
the elimination of section 22 of the present H. R. 5505 will be greatly appreciated. 

Yours very truly, 
TACOMA VEGETABLE OILS, INC., 
E. L. WESTENHAVER, 
Vice President. 
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RESOLUTION OF THE PaciFIc CoAST RENDERERS ASSOCIATION, EMERYVILLE, CALIF., 
SEPTEMBER 6, 1951 


Whereas the Pacific Coast Renderers Association has opposed the imposition 
of a processing tax on coconut oil consumed in the United States, since its 
inception ; and 1 

Whereas it has been the firm conviction of the members of this association 
that such a tax was designed primarily to reduce and hinder the competition 
of margarine manufactured from imported coconut oil, and to aid the Philip- 
pine Islands, then under our jurisdiction ; and 

Whereas coconut oil has since been displaced in a manufacture of shortening 
and margarine by domestic cottonseed and soyabean oils, and now is confined 
to specialty uses in the edible field ; and 

Whereas a very substantial portion of the coconut oil consumed in the United 
States is utilized in the industrial field, primarily in the manufacture of 
soap; and 

Whereas the lauric acid content of coconut oil is vital to the manufacture 
of a free-lathering, soluble soap of good quality in combination with animal 
fats: and 

Whereas animal fats lack the virtues of coconut oil and produce an unsatis- 
factory quality of soap without a sufficient admixture of coconut oil; and 

Whereas a mixture of animal fats and coconut oil is essential and imperative 
to produce a marketable soap: and 

Whereas soap consumption in 1949 and 1950 was smaller than in any other 
years since 1921, according to the Bureau of Agricultural Economics, United 
States Department of Agriculture; and 

Whereas a new washing compound, known as detergents and produced from 
byproducts of petroleum, has invaded the field of washing compounds in compe- 
tition with oil- and fat-based soaps and has captured 31 percent of national 
sales of nonliquid soaps and detergent sales, and 50 percent of package (non- 
bar) soap and detergent sales in 1950, and which has been increasing at a rapid 
rate since 1945; and 

Whereas such detergents have the virtues of free lathering and quick solu- 
bility, even in hard-water areas, which embrace a large portion of the United 
States; and 

Whereas the basic cost of petroleum is low compared to the cost of producing, 
collecting, and processing of animal fats into tallow ready for the soap kettle; 
and 

Whereas the processing tax of 8 cents per pound on coconut oil retards the 
use of sufficient quantities, or a suitable percentage in ratio to animal fats, 
by increasing the cost of soap above competitive levels and has the effect of a 
subsidy to detergents: Therefore be it 

Resolved, That this association reaffirms its opposition to the processing tax 
on coconut oil, and petitions the Congress of the United States of America to 
repeal such tax on the grounds that the original purposes of the tax no longer 
exist, and its continuance is unfair to the soap industry and the producers of 
animal fats, 90 percent of which are utilized in the manufacture of soap, and 
who are now facing a constriction of consumption due to competition from 
petroleum-based detergents. 

The secretary of this association is instructed to forward copies of this reso- 
lution to the National Renderers Association, to the national directors and 
regional associations, to soap manufacturers on the Pacific coast, and all other 
interested parties. 

PActFIC COAST RENDERERS ASSOCIATION, 
Louris OTTONE, Jr., President. 
NELS HAMBERG, Secretary. 
JOSEPH FIRPO, 
LiLoyp HYGELUND, 
WILLIAM A. KOEWLER, 
THOMAS N. CONWAY, 
KENNETH REINHARDT, 
Directors. 
MEMORANDUM 


A 3-cent-per-pound excise tax was imposed in 1934 upon the first domestic 
processing of coconut oil. This tax was never a revenue measure but was rather 
in the nature of a protective tariff. At that time coconut oil was widely used in 
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the manufacture of margarine, and the basic reason for the imposition of the tax 
on coconut oil was to protect the dairy industry. 

The tax, of course, imposed an important burden upon the copra industry 
of the Philippine Islands, and, to mitigate in some degree the effect of this burden, 
prior to 1946 the amounts collected by the Treasury as a result of this tax were 
returned to the Philippine Islands. This further demonstrates the fact that 
the tax was never designed as a revenue measure for the support of the Gov- 
ernment of the United States although since 1946, and Philippine independence, 
the tax is no longer remitted to the Philippines but is taken into the general 
fund of the Treasury of the United States, a consequence never intended when 
the tax was imposed, 

The tax has been burdensome, not only to the Philippine copra producers but 
to the United States producers and users of coconut oil, constituting, as it does, 
an additional burden of cost which coconut oil must bear over other competing 
materials. In consequence, the copra and coconut-oil industry in the United 
States has always been eager to see the tax removed, but no proper opportunity 
for its removal presented itself until recently, 

In the last Congress, however, a bill was introduced tor the simplification of 
customs procedure, known as the Customs Simplification Act. It was originally 
known as H. R. 8304, then as H. R. 1535.) The bill contained many very desir 
able features, but contained one section, section 23, which is very damaging to 
the coconut-oil-producing industry. This section converts the 8-cents-per-pound 
processing tax into an import tax payable upon the inrportation of copra, the raw 
material of coconut oil, as well as upon coconut oil. Its effeet would be to retain 
the general burden of the processing tax but to shift it from the processor of 
coconut oil to the producer of coconut oi] and the importer of copra. The Na 
tional Institute of Oilseed Products, numbering among its members many copra 
importers and coconut-oil producers, felt that this shift of the burden was unjust 
to the industry and should be opposed. It also felt that the change in the law 
contemplated by section 23 op ned the door to reconsideration of the processing 
tux as a whole. 

The NIOP therefore approached the House Ways and Means Committee wit! 
two proposals: 

1. That in connection with the Customs Simplification Act the 
tax be repealed altogether. 


2. That if repeal should be rejected, section 23 of H. R. 1535 should be 
elimtinated altogether, leaving the processing tax in its present 
avoiding the conversion of the tax into an import tax 

The NIOP was unsuccessful before the House Ways and Means € 

The committee took the position that a consideration of an outright repeal of the 

tax was not germane to the Customs Simplification Act and therefore rejected a 

motion that the bill be amended to accomplish such repeal. The committee als 

rejected the proposal of the NIOP that section 23 of the act be eliminated in its 
entirety, apparently failing to appreciate the serious effect upon the coconut-oil 
producing industry of the shift of the burden. However, various members of 
the committee expressed themselves as being sympathetic toward the repeal of 
the tax in its entirety in a bill separately introduced for that purpose 

The Ways and Means Committee therefore left section 28 unchanged, made 
certain other amendments in the measure, and sent it to the floor of the House 

as H.R. 5505 in which, due to certain unimportant revisions, section 28 of H. R. 

15385 has become section 22 of H. R.5505. In this form it passed the House and 

has been sent to the Senate, Where hearings upon it will be held early next year 

by the Senate Finance Committee. 
It is useless to renew before the Senate Finance Committee the 
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request for 
repeal of the processing tax as a whole, as a measure so affecting the 
would have to originate in the House. However, it is definitely desirable to 
continue in the Senate the effort to prevent the conversion of the processing tax 
into an import tax; i. e., to renew in the Senate the proposal that section 22 of 
the present H. R. 5505 be eliminated in its entirety. The N. I. 0. P, 
its legislative committee, is now making plans for the 
contention to the Senate Finance Committee. 
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Mr, Chairman and gentlemen of the committee, I appear upon behalf of the 
National Institute of Oilseeds Products, which is composed principally of copra 
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crushers. These crushers are located, mainly, on the east and west coasts, with 
the main concentration in the State of California. The copra which my clients 
crush is imported from the Philippine Islands. The remarks which I will make, 
therefore, will concern equally the welfare of the domestic copra crushers and 
the producers of their raw material in the Philippines. 

My clients’ interest in H. R. 1535 rests in section 28 which is entitled “Conver- 
sion of processing taxes to import taxes.” Section 23 proposes to convert the 
processing taxes levied on the first domestic processing in section 2470 (a) (1) 
of the Internal Revenue Code, applying to certain oils and fats, to customs duties, 
Among these is the 3-cent-per-pound processing tax on coconut oil which it is 
proposed to convert into an import duty of the same amount which would be 
levied on imports of coconut oil as such. An equivalent customs duty in the 
vicinity of 1.9 cents per pound would be levied upon imports of copra, which 
has heretofore been duty free and in fact is now found on the duty-free list of 
the General Agreement on Tariffs and Trade. 

In addition to the 3-cent processing tax which is app'icable to coconut oil of 
all origins there is an additional 2-cent-per-pound processing tax levied in para- 
graph (2) of section 2470 (a) of the Internal Revenue Code. This tax does not 
apply to coconut oil originating in the Philippines or any possession of the 
United States. Section 403 (d) of the “Philippine Trade Act of 1946” requires 
that this tax shall remain in effect until July 3, 1974. 

Section 25 of H. R. 1535 also proposes that this 2-cent processing tax be con- 
verted to a 2-cent “customs” duty and that an equivalent import tax be levied 
on importation of copra not originating in the Philippines or possessions of the 
United States. The purpose of the 2-cent differential in the processing tax is to 
confine imports of copra and coconut oil into the United States to imports from 
the Philippines and United States possessions. It accomplishes this purpose very 
effectively. This explains why the copra which my clients crush originates 
almost entirely in the Philippines except for the very small quantity which comes 
from United States possessions such as American Samoa. Furthermore, since 
this tax must remain in effect until July 3, 1974, it is apparent as to why the 
welfare of my clients and that of the Philippine copra producers are completely 
interlocked. 

The purpose of my appearance here is to petition this distinguished committee 
to repeal the 8-cent processing tax in place of converting it to an import tax. 
This petition is in a sense a renewal of a petition which I made when I last 
appeared before this committee in 1946 in my capacity as chairman of the 
Committee on Insular Affairs of the House. Your committee then had before it 
the bill which, when enacted into law, became Public Law 371 of the Seventy- 
ninth Congress known as the Philippine Trade Act of 1946. The bill was intro- 
duced by me. It contained a provision which would have eliminated the proc- 
essing tax on coconut oil imported from the Philippines when employed for 
nonfood uses. While there appeared to be no objection to the basic philosophy 
of the provision which was that the Philippines should not be started out as an 
ind: pendent republic without some effort to do something to aid their principal 
industry, viz, the coconut products industry, the amendment did meet with 
opposition because it discriminated against certain users of edible coconut oil 
such as the confectioners and bakers. The provision was therefore removed 
from the bill by the Ways and Means Committee in the fourth and final revision. 

I am quite sure that had not the Ways and Means Committee been pressed 
for time that it would have paused long enough in its deliberations to permit 
the formulation of a satisfactory solution of the problem of how to help the 
Philippines in the marketing of their most important cash crop, namely, copra. 
My appearance here now is made in the hope that in the consideration of H. R. 
1535 an uncompleted task will finally be completed. In other words, section 
23 of H. R. 1535 affords opportunity to correct a most serious omission in the 
Philippine Trade Act. of 1946. 

The United States wants the economy of the Philippines to prosper. It is a 
necessary essential for the success of the independence of the Philippines. As 
proof of this our Government has agreed to give the Philippine Republic $50 
million per annum over the period of the next 5 years. On the other hand, we 
have collected during the past 5 years through the medium of the 3-cent per 
pound processing tax about $80 million on Philippine coconut oil. This obviously 
is not good business. I don’t know precisely how much of that $50 million per 
annum subsidy we are paying the Philippines would not have to be paid if 
we would remove the 3-cent burden from the Filipino’s coconut oil, which is his 
chief export in the form of oil and copra, but it would be a sizable decrease. 
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The 3-cent per pound tax which our Treasury levies on coconut oil depreciates 
the market price of the entire copra and coconut oil production of the islands. 
This is so because the part which we purchase—which is about 70 percent on 
the average—sets the market for the balance which is sold to other countries. 
Since 6 million people, or about one-third of the population of the Philippines, 
are directly or indirectly dependent upon the coconut products industry for 
their livelihood, it can be seen that this is an important matter. Our Government 
does not want to go on subsidizing the economy of the Philippines indefinitely 
but we put ourselves in the position of not having a proper excuse for not doing 
su long as we continue to levy a heavy tax upon the product of their leading 
industry. 

Beginning with the levying of the processing tax in 1934 and prior to the 
granting of independence to the Philippines on July 4, 1946, all proceeds from 
the processing tax on Ehilippine coconut oi] were remitted by the United States 
Government to the Treasury of the Philippine Islands to be used for the benefit 
of the people and Government of the Islands. Scction 2476 of the Internal 
Revenue Code which required these payments was repealed in Public Luw 371 
of the Seventy-ninth Congress—"Philippine Trade Act of 1946.’ Since July 
8, 1946, according to the annual reports of the Commissioner of Internal Revenue, 
the following tax has been collected per annum on coconut oil of Philippine 
origin: $12,103,765.86 in fiscal year 1946-47 ; $28,228,521.80 in fiecal vear 1947-48; 
$14,743,108.98 in fiscal year 1948-49; $13,838,638.19 in fiscal vear 1949-50; and 
an estimated $16,000,000 in 1950-51 tuscal year. <All of this money—a total of 
$79,914,034.83—was covered into the general tund of the Treasury of the United 
States. 

My viewpoint was and still is that simultaneously with the repeal of section 
2476 of the Internal Revenue Code which foreclosed the payment of the tax 
money to the Philippines that Congress should have repealed the 3-cent process- 
ing tax as contained in section 2470 (a) (1) of the code. Had the amount of 
money represented by the proceeds of the processing tax in each of the 5 years 
since the Vhilippines became independent been allowed to remain in the Philip- 
pines in the form of increased market returns to the Filipino farmers for their 
copra, it would have been diffused through the Philippines’ economy and would 
have multiplied manyfold. That’s the kind of direct assistance which the Philip 
pine economy needs. It is like the sap of the tree which starts up from the 
roots and works through every limb, twig, and leaf. It would be of a great deal 
more assistance than the type of relief represented by the $50 million annual 
subsidy which we will give the Philippines for the next 5 years. 

In my opinion, it is quite obvious that the Seventy-third Congress which 
levied the processing tax in 1954 had in mind the principle cf the statement 
which I have just made or it would not have provided that the proceeds of the 
processing tax be remitted to the Treasury of the Philippine Islands. In other 
words, it recognized that an injury had been inflicted upon an important segment 
of the Philippine economy and to make partial amends for it the tax money col- 
lected was paid to the Philippines’ Treasury. 

I desire to introduce into the record at this point a table (Ne. 1) taken from 
the Philippine Newsletter, vol. 1—No. 1, June 15, 1951, giving the dollar value 
of 20 leading Vhilippine exports in the calendar year 1950. It wiil be noted 
that of the total value of these exports in the amount of S319 80,980 that the 
products of the coconut industry represented $185,231,594 or 5S percent of the 
total. You can see from this why it is that if the economy of the coconut products 
industry is bad then the entire economy of the Philippines is in a bad way 

In June of this vear the Honorable Cornelio Baimaceda, Secretary cf Com- 
merce and Industry of the Government of the Philippines, made a special trip 
to Washington to request the repeal of the 8-cent coconut-oil processing tax. 
He interviewed officials of the Department of State and of the Departinent of 
Commerce. He informed these officials that the postwar economy of the Vhilip- 
pines was geared to the coconut-products industry. He stated that it was the 
only major industry which had been able to get fully under way after the 
war. He pointed out that their other two big industries, sugar and abaca, being 
only about half way back to prewar scale of production thet something had 
to be done to keep the Philippine crops market on a seund footing or the entire 
economy of the islands would suffer. He stated that the repeal of the 3-cent 
per pound processing tax on coconut oil Was: essential to accomplish this end 

In April of this year the Philippine Republic passed, at the request of our 
Government, a minimum-wage law which materially increases the wages of both 
urban and agricultural workers. Thus. the Philippines becomes the only country 
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in southeast Asia to adopt a minimum-wage law comparable to that of Occidental 
nations. Since they made this move at our request, I believe that the United 
States would be all the more in an inconsistent position if we continue to main- 
tain either a high processing tax or a high customs duty against the chief export 
of the Philippines, namely, copra and coconut oil, now that we have obligated 
them to materially increase their costs of production. 

I have earlier stated that the provision repealing, in part, the 3-cent processing 
tax contained in my bill from which Public Law 371, Seventy-ninth Congress, 
was constructed met with objection because it discriminated against certain 
classes of edible users, such as confectioners and bakers who have necessary and 
essential uses for coconut oil in the manufacture of their products. I should state 
that the reason the use of tax-free coconut oil was restricted to nonedible use was 
that the Department of the Interior, which then had supervision of Philippine 
affairs, recalled that coconut oil had been used as an important ingredient in 
oleomargarine prior to World War II and suggested the limitation for that rea- 
son. What they did not realize, however, was that during World War II, when 
no coconut oil could be employed for oleomargarine manufacture under Food 
Distribution Order No. 48, oleomargarine manufacturers learned new manufac- 
turing techniques whereby they were able to dispense with the use of coconut oil 
in the manufacture of their product. FDO-483 was revoked on October 1, 1946. 
Notwithstanding that, they have been free to use as much coconut oil in their 
formulas as they see fit, since that date coconut oil has constituted only an insig- 
nificant part of the oils and fats ingredients of oleomargarine. According to the 
annual report of the Commissioner of Internal Revenue, coconut oil constituted 
less than one-tenth of 1 percent of the oils and fats ingredients of oleomargarine 
in the fiscal year ending June 30, 1949. In the fiscal year ending June 350, 1950, 
when 875,720,000 pounds of oleomargarine were produced, only 12,000 pounds of 
coconut oil were employed as compared to 446,384,000 pounds of cottonseed oil 
and 253,334,000 pounds of soybean oil. Coconut oil constituted less than two 
thousandths of 1 percent of the oil and fat ingredients. I desire at this point to 
submit for the record table II which gives these statistics from the report of the 
Commissioner of Internal Revenue in detail. 

The only other edible product in which coconut oil could offer noticeable 
competition to domestic edible oil and fats is vegetable shortening, It has never 
been emploved in shortening manufacture to any extent because of its tendency 
to froth arid sputter when heated. In the five prewar years 1987-41, according 
to the Bureau of Agricultural Economics of the United States Department of 
Agriculture, coconut oil constituted on the average 1.4 percent of the ingredients 
of vegetable shortening. In 1950 it constituted 1 percent 

Coconut oil is not regarded by the Department of Agriculture as a food oil 
They classify it as a nonfood oil. In respect to its use in food the Department 
of Agriculture has the following to say in the July issue of the Fats and Oils 
Situation which is published by the Bureau of Agricultural Economics : 

“For the last decade, use of nonfood oils in food products, principally, coconut 
and palm, has been comparatively small. During the war, the available supplies 
of these oils were channeled to vitally needed nonfood products. In the last 
few years, large supplies of domestic edible oils, available at comparatively low 
prices, have displaced a large percentage of the nonfood oils previously used in 
food.” 

In the light of the foregoing factors which IT have discussed I believe that the 
processing tax on coconut oil should be repealed without restriction. In other 
words, it should be tax-free for all purposes. Furthermore, since no coconut oil 
enters the United States in noticeable volume except that which is made from 
copra originating in the Philippines or our dependencies the 3-cent processing 
tax should be eliminated as applies to coconut oil of all origins. This would 
obviate any claim that the removal of the processing tax was discriminatory in 
favor of the Philippines. 


SOAP MARKET BEING CUT INTO BY SYNTHETIC DETERGENTS 


The chief market for coconut oil in the United States has always been in the 
soap kettle. It is coconut oil which supplies the free jathering qualities of 
soap. This is due to the low molecular weight fatty acids in its make-up 
Domestic oils and fats contain fatty acids of high molecular weight. Hence 
they do not lather freely. 

In actual practice, no very large percentage of soap produced in the United 
States, even when the supply is abundant, is made exclusively from coconut oil. 
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The most senerally satisfactory s0ap is made by using a mixture of coconut 
oil With tallow or animal ereases. The tallow provides the body and lasting 
properties of the soap While the coconut Oil provides the quick lathering property, 
Thus coconut oil and tullow each supplement the other in aking a satisfactory 
soap. 

Throughout the Feographical area of the United States west of the Appalachian 
Mountains, the water SUPPIY possesses Varying degree. of hardness or alkalinity, 
In much of the western part of the Uniteq States this hardness js MOSt pro 
nounced, Soaps employed jin such areas. therefore. MUSE Contain liberal per- 
centages of Coconut oil or otherwise they will hot lather wirh any degree of 
Satisfaction. The genera] run of soaps employed throughout the Uniteg States 
a whole contains from 15 to 25 percent of coconut oil. 

In areas east of the Appalachian Mountains. the water js 
or alkaline. There are. however, important “reas east of the Appalachians 
Where the Water is Possessed of a considerable degree of alkalinity Under 
practical] soap-makineg conditions, therefore, the so; 
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3. It is used as a plasticizer in the manufacture of superior nonclouding at 
low temperatures safety glass for airplanes, tanks, trucks, and automobiles. 

It is also used as a plasticizer in cellulose acetate molding powder for the 
manufacture of auto, truck, airplane, tank, and radio parts. 

4. In synthetic resins.—One of the important uses of these resins is in the 
production of the lining for food containers, the use of which is indispensable 
in view of the current shortage of tin. 

5. Insecticides and germicides.—The Navy has a germicidal program which 
calls for the use of quaternary amines made from coconut oil in the production 
of germicides known variously as Navy Germicide, Tetrosan, etc. 

6. For use in the flotation process in the mining of materials such as potash.— 
The mineral is dispersed in water. Coconut oil in processed form (quaternary 
amines) is added. The bits of rock and other foreign material are buoyed up by 
air bubbles introduced from the bottom of the container and can be skimmed off 
along with the supernatant foam. The function of the processed coconut oil 
is to act as a surface agent and by removal of the surface film to permit of a 
more complete separation of the potash from extraneous materials than would 
otherwise be possible. Coconut oil in processed form is also employed in the 
flotation process in the mining of molybdenum. 

7. Rubber substitutes such as hospital sheetings——Coconut oil has an impor- 
tant use as a plasticizer in the manufacture of rubber substitutes of the poly 
vinyl chloride type of resin. 

8S. In vulcanized rubber goods such as tires—Lauric acid produced from coco- 
nut oil is employed in the production of zine laurate, which is used to shorten 
materially the vulcanizing process in the production of automobile tires. 

9. Coconut oil is employed in the production of sulfonated higher alcohols, 
which in turn are employed in such important uses as: 

(a) Wetting agents for use in the paper and pulp industries ; 

(b) In dyeing agents for textiles and leather ; 

(c) In electroplating ; 

(d) In insulating material. 

Coconut oil, aside from its specific uses in the war effort, is of further im- 
portance in that it yields approximately 40 percent more glycerine per pound 
of vil than any domestically produced fat or oil, or, stated in other terms, ap- 
proximately 140 pounds of domestic fats and oils must be consumed to make 
the same amount of glycerine that 100 pounds of coconut oil would produce. 

The needs for glycerine in substantial quantities include— 

(a) Those for cordite, blasting powder, and explosives. 

(b) Dynamite for mining iron for steel, copper, nickel, tungsten, molyb- 
denum, ete. 

(c) Protective coatings on ships, tanks, ete. 

(d@) Indirect defense requirements such as explosives for mining coal, 
medicinal and drug supplies, protective coatings of all kinds, plasticizers, 
and innumerable others. 

All the fats are sources of glycerine, but in the past coconut oil has been a 
source of approximately one-quarter of the glycerine produced domestically. 

Every pound of coconut oil which is used for the foregoing strategic needs 
pays the 3-cent-per-pound processing tax. There is no provision in the Internal 
Revenue Code which permits an exemption for defense usages. 

Defense usage of coconut oil currently makes up for some of the business 
which the copra-crushing industry has lost due to the competition of synthetic 
detergents, but this will last only during the rearmament period. Had it not 
been for this business and the stockpiling program, the copra-crushing industry 
would have been in a very bad way indeed due to the ground lost in their peace- 
time markets in recent years. The extent to which over-all demand for coco- 
nut oil has receded despite defense usage requirements is shown by comparing 
domestic disappearance of coconut oil for the years 1949 and 1950 with the 4- 
year prewar period—193S-41. Domestic disappearance in 1949 was 527,826,000 
pounds and in 1950 it was 586,738,000 pounds, which included that used in the 
rearmament program. The average for this 2-year period is 532,664,000 pounds. 
The annual average of domestic disappearance in the 4-year prewar period, 
1938-41, was 631,806,000 pounds or about 100 million pounds per annum greater. 

While imports of copra and the copra equivalent of coconut oil imported 
into the United States have declined to no great extent in the postwar period 
this has been due largely to the importation of many thousands of tons of 
copra and coconut oil by the Munitions Board for stockpiling for strategic 
purposes and for defense needs as previously discussed. Total imports expressed 
as copra for the postwar period 1946 to 1950, inclusive, averaged 486,403 long 
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tons as eompared to 495,126 long tons for the prewar period 1937 to 1941, in- 


«clusive. This represents a decline of 1.7 percent for the postwar period. Be- 


tween these two periods the population of the United States increased 14.5 per- 
eent. Copra and coconut oil imports should, therefore, have been more than 16 
percent greater had the prewar rate of importation per capita been retained. 


UNITED STATES WORLD'S GREATEST EXPORTER OF OILS AND FATS 


The werld production of oils and fats, according to the Offi-e of Foreign Agri- 
cultural Relations publication Foreign Crops and Markets of March 5, 1951, 
amounted in the vear 1950 to 22,900,000 short tons. Production in the United 
States accounts for more than one-fourth, or, to be exact, 26.89 percent of this 
total. The annual copra and coconut oil production of the Philippine Islands 
amounted in 1950 to 640,000 short tons in terms of oil—which is only 2.8 per- 
cent of the world supply of oils and fats. The Filipinos consume a considerable 
tonnage of their production, i. e., about 75,000 short tons, which leaves around 
565,000 short tons for export as copra and oil, 

When the processing tax was levied on coconut oil in 1934 the United States 
was a net importer of oils and fats, including the oil equivalent of imported 
oilseeds, of about 1 billion pounds per annum. Under postwar conditions we 
have assumed a position of net exporter of 1 billion pounds per annum. 

The change in the American position from net importer to net exporter means 
that whatever Philippine coconut oil is excluded from the United States by the 
3-cent processing tax or the customs duties proposed in H. R. 1535 will be en- 
countered by our exportable surpluses in world markets. Since the processing 
tax depresses the market price for Philippine copra and coconut oil, the reten- 
tion of the tax as such or as a customs duty will be detrimental to the very 
interests it was originally designed to protect as they will be obliged to meet 
its competition at a lower level of price than if admitted into the United States 
to be absorbed by markets such as that in the soap-making field which is rapidly 
being taken over by synthetic detergents. 

Gentlemen, if I were now a Member of Congress representing a district pro- 
ducing cottonseed or soybean oil I would surely fight to remove the 8-cent tax 
from coonut oil so that my constitutents might have the resulting advantage in 
world markets. 

Exports of oils and fats from the United States in 1950, according to the Bureau 
of Agricultural Economics publication Fats and Oils Situation for Pebruary- 
March 1951, totaled 2,084,000,000 pounds, including oilseeds and fats and oils 
products in terms of oil. Total United States production of oils and fats from 
the 1950 crop, according to the June 2 issue of Fats and Oils Situation was 
12,815,000,000 pounds (6,157,500 short tons). This means that at the rate of 
1950 exportation we are selling close to 17 percent of our total production in 
world markets. 

Our edible oil and fat production from the 1950 crop was 8.9 billion pounds. 
Principal exports of food oils and fats in 1950 were: Jard, 501.4 million; cotton- 
seed oil, 140.2 million; soybean oil, including oil equivalent of soybeans, 48.7 
million; peanut oil, including oil equivalent of peanuts, 61.5 million. Total 
exports of edible oils and fats in 1950 were 1,218,S00,000 pounds—which, applied 
against the 1950 crop of 8.9 billion pounds of edible oils show that exports moved 
out at a rate of about 14 percent of total production, 

The United States production of inedible fats and oils from domestic materials 
is estimated by the Bureau of Agricultural Economics to be around 3.4 billion 
pounds. Inedible tallows and greases account for the largest proportion of the 
nonfood fats and oils production in the United States. Inedible tallow and greise 
production in 1950, according to Fats and Oils Situation for May-June 1951, was 
2,267,000,000 pounds. Of this production 67.3 million pounds of creases and 468.6 
million pounds of inedible tallow were exported; a total of 535.9 million pounds. 
This figure represents 23.6 percent of total production which had to be sold in 
world markets in 1950. Other exports of inedible oils and fats in 1950 include: 
fish oils, 76 million pounds and linseed oil and oil equivalent of flaxceed, (4.7 
million pounds. These figures on exports show that there could be no possible 
means whereby the United States could profit either on its edible or inedible 
production of oils and fats from retaining the 3-cent per pound processing tax 
on coconut oil. 

Mr. Chairman, the problem of the Filipino is how to get dollars. He needs 
dollars to pay for the canned milk, flour, canned fish, and other food products 
which he buys from the United States. He needs them for the fertilizer, agricul- 
tural implements, and textiles he buys from us. Since coconut products represent 
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58 percent of Philippine exports, the quickest way to increase the Filipino’s sup- 
ply of earned dollars is to repeal the 3-cent processing tax on coconut oil. Not 
only would we have the satisfaction of having removed an unjust tax which 
directly affects the Philippines and no other country, but we would enhance the 
ability of the Filipino to buy more of the products of the United States. 


Hi. R. 1535 PROPOSES TO FREEZE COPRA AND COCONUT-OIL TAXES UNTIL 1947 


Section 28 of H. R. 1535 contains a very novel proposal. While it proposes to 
convert the processing taxes to customs duties, it says on page 43 that the Phil- 
ippine Republic must continue to consider them as “internal taxes.” In other 
words, we set up a legal fiction. The purpose of the creation of this legal fiction 
is to prevent the Philippine Republic from claiming exemption from them as 
customs duties under section 201 of the Philippine Trade Act of 1946. The 
following paragraph, however, cuts even deeper. It provides that the con- 
verted duties may not be subject to modification under section 350 of the Tariff 
Act of 1950. In other words, it is proposed after converting the tax to a cus- 
toms duty to freeze it until July 3, 1974. This appears to be a most unjust way 
to treat the Philippines for whose welfare we continue to bear responsibility. 

The 3-cent processing tax was levied in 1934. The Reciprocal Trade Agreement 
Act likewise went into effect in 1934. During the 17 years that it has been in 
effect we have lowered, through reciprocal trade agreements with many nations, 
thousands of tariff duties. With few of these nations have we had ties as close 
aus those between the United States and the Philippines. Yet in the 17 years 
that the 3-cent-per-pound processing tax has heen in effect against Philippine 
coconut oil we have made no effort to modify it. 

In the specific instance of babassu oil, the United States has utilized section 
350 of the Tariff Act of 19380 to bind a closely competitive oil on the free list. 
Babassu oil like coconut oil is high in lauric acid. It is this fatty acid which 
makes them valuable for many essential needs. Both contain in excess of 
1 percent lauric acid. Babassu is the only other high laurie acid oil which 
s reedily available to the United States market. Babassu oil was initially 
bound on the free list in the trade agreement effected with Brazil in 1936, It 
Was again bound in the General Agreement on Tariffs and Trade as negotiated 
at Geneva in 1947. The Philippine Republic insists that this is discriminatory 
and a violation of the Philippine Trade Act of 1946 and their trade agreement 
With us; and I think they are right. The discrimination ought to be removed 
by the repeal of the 3-cent tax on coconut oil. This action is all the more 
requisite now because the United States Government is taking steps under the 
point 4 program for Brazil to increase the production of babassu oil. The point 
f program would promote mechanization of the industry and improve trans- 
portation conditions in babassu growing areas, 

As I have stated, it is proposed in H. R. 1535 to freeze the 3-cent processing 
tax, after conversion to a customs duty, for an additional 23 years. The 
finality which would be indicated by an action of this kind would seem to 
mean that the inherent injustice in the 3-cent per pound processing tax could 
never be rectified. Gentlemen, I just do not believe that the hearts of the 
people of the United States are that calloused. The Philippines are still our 
responsibility and will be until their independence is a success. Their craft 
s already wobbling in the S-year free-trade period of the Philippine Trade 
Act of 19846 which everyone had hoped would be an easy passage. They are 
to hit the first rapids after July 4, 1954, when we begin to apply graduated tariff 
duties to part of their exports to us and declining quotas to the balance. I doubt 
that they can negotiate the passage unless we do something to help their chief 
industry, namely, the coconut products industry, and that means to repeal the 
] rocessing tax. 

A very simple amendment will accomplish the objective: It would be to 
insert a new paragraph (b) on page 39 of H. R. 1535, reading: “Section 2470 
(a) (1), Internal Revenue Code (U.S. C., 1946 edition, titie 26, sec. 2470 (a) 
(1)), is amended by striking out the words ‘coconut oil’ following the words 
‘processing of’.” 

It will also be necessary to remove from the various subdivisions of section 
28 of H. R. 1585 all reference to the proposed change-over of the 3-cent per 
pound processing tax to a tariff duty applicable to copra and coconut oil. 
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Year Coconut Per- Cotton ] 
oil cent ? oil ce 
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1925 7Y, 449 43 20, 966 
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1939 70, 759 5 109, 224 
1940 26, 271 11 102, 057 
1941 16, 525 6 136, 035 
1942 24, 992 s 152, 027 
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1044 236, 739 
1945 258, 039 
1946 211, 561 
1947 27, 150 5 247, 751 
1948 13, 223 2 433, 069 
1949 Sv0) l 435, 251 
1950 12 446, 384 
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United States Senate, Washington, D.C. 
Dear SPNATOR GroRGE: The Chamber of Commerce of 


the 
America wishes to register its approval of the purposes of 


United States of 
H. R. DOOD as set 


forth in the report of the House Committee on Ways and Means, October 1, 1951. 

The purposes of this bill CH. R. 5505), as passed by the House on October 15, 
1951, and now receiving the consideration of your committee, are in full accord 
nization. 


with the policies of this org: 
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I am attaching the attitude of the national chamber’s membership on this 
subject. 
Respectfully yours, 
(Signed) C. R. Miles, 
(Typed) CLARENCE R. MILEs. 


Poticy STATEMENT OF MEMBERS OF THE CHAMBER OF COMMERCE OF THE UNITED 
STATES FAVORING CUSTOMS PROCEDURE REVISIONS 


We recommend that all countries seek to'modernize, simplify, and standardize 
their consular and customs administrative regulations and consular and trade 
formalities and documentation by thorough and over-all revisions. We need 
immediate administrative and legislative action to effect modernization and sim- 
plification of our customs administrative regulations and customs provisions of 
our tariff laws. 

The Treasury Department should immediately effect desirable changes which 
can be accomplished by administrative action, and transmit to Congress its 
recommendations for changes requiring legislative action. The Treasury Depart- 
ment, in cooperation with its Customs Bureau, the Departments of State and 
Commerce, the United States Tariff Commission, and any other appropriate 
Government agencies, should continue to survey such laws end regulations. 


WILLIAMS, CLARKE CO; 
Wilmington, Calif., January 26, 1952. 
Hon. WALTER F.. GEORGE, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

Dear Str: We refer you to H. R. 5505, Customs Simplification Act, now before 
the Senate Finance Committee for consideration, it having passed the House 
on October 15, 1951. We heartily endorse this bill for its purpose and necessity 
and trust that you will exercise your influence with the committee and on the 
floor of the Senate to provide the support necessary for its enactment into 
law. 

This bill does, however, contain certain features which in our experience we 
firmly believe need to be remedied to make it the law it hould be. To this end 
we supply the following information for your guidance and request that you 
seek the changes in the law to correct the deficiencies to be outlined. 

Section 18 of the proposed bill should set a definite time limitation within 
which the customs appraiser must complete his appraisement. In the past, 
as now, without such a time limit it is not uncommon for an appraisement re- 
quiring payment of increased duties to be completed 10 years or more after 
the goods have arrived, been entered, and delivered to the importer. You can 
readily see that such delay can result in many situations detrimental both to 
the Government and the importer. From the importer’s standpoint it may cause 
serious financial difficulty, and more important, when an importer knows that 
certain items will be subject to delays because of withheld appraisement, he 
will cancel orders for such merchandise thus interrupting a normal flow of 
trade. Such delays may also cause the Gevernment to lose revenue for, in such 
a period of time, the importer or his surety may become nonexistent or bankrupt, 
making collections impossible. Certainly an agreement could be reached as to 
what would constitute a reasonable time in which the appraiser should be re- 
quired to determine the value of imported merchandise entered in the usual 
normal customs procedure. 

Section 16 of the bill would increase the ceiling on informal entries from 
$100 to $250. Here we are concerned with commercial shipments only. It is 
estimated that under the proposed bill, and using mail, air and surface trans- 
portation facilities it would be possible for a single importer to bring into the 
country merchandise valued at a minimum of $250,000 per year. 

Since merchandise imported informally is not subject to expert examination, 
classification, and appraisement, it is logical to presume that importers would 
flock to adopt this method of importation. The normal customs safeguards and 
importations of embroidery, handkerchiefs, semiprecious and synthetic stones 
and many other commodities would disappear and the way to many abuses 
would be wide open. : 

; In addition, since each present formal entry would be broken up into many 
informal entries, the number of transactions would be multiplied and customs 
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personnel would have to be increased accordingly, thus causing greater ex- 
penditure instead of the economy which is sought. 

Re section 17: This proposed section eliminates amendment of entries and 
deals with duties on undervaluation. The proposal which would abolish the 
right of amendment of an entry under any circumstances once an entry has been 
made is too harsh and is entirely unnecessary. There are situations where, 
from the point of view of the Government, of the customhouse broker, and ot 
the importer, it would be salutary to permit amendment of entries. Without the 
right to amend the entry, the additional duties provided for in this section may 
well be imposed upon an innocent person who, if permitted to amend his entry, 
would have avoided these additional duties and yet paid to the Government what 
was lawfully due. 

We believe that the concept of additional duties is wrong and should be dis- 
carded entirely. If there is an honest dispute between an importer and the 
Government, the dispute should be resolved in the proper forum without any 
penalty. If an importer is fraudulent or deceptive, there are other provisions of 
law which amply punish him, either through criminal prosecution or ¢éivil 
penalties against him personally or against the goods imported. 

We believe the above-mentioned observations are of the greatest interest to 
the entire importing community and it is for this reason that we present them to 
you and solicit your support of them. 

Should you need additional information, verification, or other data in reference 
to the foregoing, please let us know as we want to assist you in any way pos 
sible with this matter. 

Very truly yours, 
WILLIAMS, CLARKE Co 
By JAMES CLARKI 





NATIONAL FOREIGN TRADE CouNCcIL, INC., 
New York, N. Y., February 4, 1952 
Reference H. R. 5505 


Hon. WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR GeorGE: The National Foreign Trade Council for many 
years has urged a simplification of United States customs administration. The 
final declaration of the Thirty-eighth National Foreign Trade Convention, held 
in New York October 29-31, 1951, contained the following recommendation on 
customs simplification : 

“The convention is gratified that the House of Representatives has recently 
approved, by voice vote, the customs simplification bill, H. R. 5505. It urges that 
the Senate complete action on this legislation promptly at the next session of 
Congress. It expresses the hope, however, that the Senate will give careful con- 
sideration to the suggestions for amendment submitted by business to the House 
Ways and Means Committee, 

“The convention commends the Treasury Department and the Bureau of 
Customs for the progress made in simplifying customs procedures where such 
steps could be taken without new legislative authorization. It regards the pro- 
posed revision of the draw-back procedure, and the administrative improve- 
ments which have been instituted in the inspection and clearance of certain bulk 
shipments, as well as mail and air entries, as significant achievements in this 
direction, : 

“The Foreign Trade Zones Board is also commended for the completion, in 
cooperation with the Bureau of Customs, of simplified regulations and procedures 
for merchandise transferred to our foreign-trade zones.” 

Among the suggestions which our council made to the House Ways and Means 
Committee for amendment of H. R. 1535 (the previous Simplification Act) were 
the following: 


“Reference: Section 313 (b) of the Tariff Act of 19830—Eztension of time limita- 
tion to 8 years 


“Section 313 (b) as constituted in the Tariff Act of 1930 contains a time limi- 
tation of 1 year in which the imported sugar, nonferrous metals, or ores con- 
taining nonferrous metal, may be used in manufacture. The proposed extension 
to 3 years seeks to place articles manufactured under section 315 (b) on a more 
equitable basis vis-A-vis articles manufactured under section 313 (a) which 
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by virtue of section 3513 (h) are limited only to the extent that they are required 
to be exported within 8 years from date of importation of the duty paid com- 
ponent. 

“The 1-year restriction is considered impractical under normal export-trade 
conditions and even more so in the light of the artificial trade barriers imposed 
on foreign commerce under the circumstances prevalent today. Conditions be- 
yond the control of the manufacturer make it extremely difficult if not impossible 
for him to predetermine the export market potential within the 1-year period 
provided by section 313 (b). Occasionally, hardships are provoked through emer- 
gencies arising from foreign political disturbances, world-wide economic set- 
backs, wars, and strikes, which seriously restrict the scope of the manufacturer's 
export production. It was the result of the emergency caused by the recent World 
War that brought about Presidential Proclamation No. 2566, issued August 7, 
1942, extending section 318 (b) to 3 years with respect to sugar. 


“Reference: Section 313 (h) of the Tariff Act of 1930—Extensions of time limita- 
tion to 5 years 

“The proposed amendment seeks to extend the time limitation in which the 
manufactured products may be exported to 5 years from the date of importation, 

“The amendment would remove an inequity which has been caused by the 
conflict between section 557 of the Tariff Act of 1930 which authorizes imported 
merchandise to remain in bonded customs warehouses for a period of 3 years and 
the present provisions of section 318 (h) which require the draw-back articles 
to be manufactured and exported within the same period. The bonded ware- 
house privilege is thus partially nullified in the case of merchandise used in the 
manufacture of draw-back articles, 

“We believe these proposals will be acceptable to the Department of the Treas- 
ury, in view of the statement made to your committee by Mr. John S. Graham, 
Acting Secretary of the Treasury, in his letter of February 13, 1950, in connec- 
tion with H. R. 4612, as follows: 

“*The Department perceives no objection to allowing a period of 3 years 
instead of 1 year for the use of imported duty-paid merchandise and for the 
manufacture or production of the exported articles. In fact a 3-year period 
is now permitted in the case ef sugar under the authority of Proclamation 
No, 2566 issued by the President on August 7, 1942, and Treasury Decision 50703 
issued by the Secretary of the ‘Treasury on Augsut 12, 1942. No administra- 
tive difficulty has been experienced in that connection. 

“*The Department also perceives no objection to allowing a period of 5 years 
after importaton of the imported merchandise instead of 3 years in which to 
export the completed article. 

““TIf either the amendment providing a 3-year period for the use of the im 
ported duty-paid merchandise and for the manufacture or production of the 
exported articles or the amendment providing a 5-year period in which to 
export the completed articles is adopted, it is suggested that suitable language 
be incorporated in the amendment limiting its application to transactions to 
which the previous time limit shall have expired prior to the enactment of 
the amendment. Some such limitation is considered necessary in order to 
avoid confusion and administrative difficulties.’ ”’ 

We respectfully request that these recommendations be considered and be 
made part of the record of your committee’s hearings on H. R. 5505 

Sincerely yours, 
WILLIAM S. SwInGir, President. 


ILLINOIS MANUFACTURERS’ ASSOCIATION, 
Chicago, IU., January 31, 1952. 
Customs simplification bill (H. R. 5505). 
Hon. WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR GEORGE: The above measure which is pending before the 
Senate Finance Committee has been given consideration by members of our 
International Trade Committee. Our committee respectfully suggests that the 
Senate Finance Committee give consideration to incorporating an amendment 
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relating to the appraisement of merchandise in section 48S of H. R. 5505, 
so that there may be some determination and finality to the transaction. 

Our committee believes that if the following wording was added to section 
488: —"If the appraiser has not completed his appraisement of any given 
entry within 90 days of the original entry, then, except for fraud, the original 
entry as made by the importer shall be the final entry, and all assessments 
shall be based thereon.”’—it would cover a situation whereby a merchant bring- 
ing merchandise into this country, having it appraised, and within 5 years 
thereafter such appraisement may have been changed. In event a low duty 
was levied on the merchandise and the merchant calculated such low duty into 
his cost, sold the goods and subsequently a revised appraisement was made, 
the merchant may have a disinct loss. We believe that the adoption of this 
clarification would result in an improvement over existing laws. 

Your courtesy and consideration will be genuinely appreciated’ by 
cerned. 

Cordially yours, 


} 
all con- 


JAMES L. DONNELLY, Evrecutive Vice President 


THe TorLer Goops ASSOCIATION, INC., 
New York 20, N. Y., February 21, 1952 
Re customs simplification bill (H. R. 5505 
Hon, WALTER EF. George, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington 25, D.C. 

DEAR SENATOR GEORGE: I am writing to place before your committee the posi- 
tion of the Toilet Goods Association, representing 90 percent by volume of the 
production of perfumes, Cosmetics, and other toilet preparations with respect 
to H. R. 5505, customs simplification bill. It is my understanding that your com- 
mittee will consider this bill very shortly. 

One of the provisions of it would, in our opinion, be very damaging to the 
manufacturers represented by this association. That is the proposal to raise 
the valuation of parcels imported into the United States, other than in the 
baggage of individual passengers, to $10. 

A recent survey of the imports of perfumes and other articles subject to the 20 
percent excise tax and to the prevailing rates of duty disclosed that more of 
these products were imported in passengers’ baggage and by mail than were 
sold in all the leading stores in the United States. A great many of our mem- 
bers who are legitimate importers of foreign perfumes and cosmetics have found 
it difficult to compete with the flood of parcel post imports of products in their 
categories. They have tried to invoke section 526 of the tariff act which prohibits 
such imports when they bear American-owned trade-marks. This effort has 
met with very little success. 

Already a considerable number of mail order houses have begun to advertise 
that they could bring these products from abroad by mail direet to individual 
purchasers in the United States and it is our understanding that some of these 
have built up a substantial business. An increase of the permitted valuation 
to $10 would be a terrific stimulus to these mail order houses and accordingly 
damaging to legitimate American companies engaged in the import business. 

It is quite obvious since these Companies would not pay the customs duty nor 
would they pay the 20-percent retail excise tax applicable to this category of 
products, that revenues to the United States would probably be seriously reduced. 

We trust your committee will consider retaining the present lower level of 
valuation rather than permit this increase to take place. Should there be hear- 
ings on this matter, we do not desire to take the time of your committee for a 
personal appearance but we would appreciate your making this letter a part of 
the records of such hearings. 

Cordially yours, 
S. L. MAYHAM, 
Executive Vice President 
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CLOSE & Srrewakrt, 
Spokane, Wash., February 11, 1952. 
lion. Harry C. CAIN, 
United States Senator, Washington, 
Senate Office Building, Washington, D. C. 

My Drar Senator: There is a matter in which the writer is vitally interested 
due to come before the Senate Finance Committee very shortly and I am writing 
you to solicit your assistance in avoiding having the Senate make the same 
serious mistake that was recently made by the House of Representatives. 

CUSTOMS SIMPLIFICATION ACT (H. R. 5505) 


The above numbered and captioned bill, we are informed, was reeently passed 
by the House of Representatives, in the face of very strenuous objections by 
various organizations and individuals familiar with our customs laws, regula- 
tions, procedure, and practice, and we are informed that this bill will come before 
the Senate Finance Committee within a short time, and believing that our 
honorable Representatives made a serious mistake when voting to pass this bill, 
and fearing that perhaps our honorable Senators may not be any more familiar 
with the customs laws, regulations, and procedure and practice than was our 
Kiepresentatives, when they passed this bill, which, to those who are familiar 
with the things covered by it, it is a very vicious bill in many respects, we desire 
to join with other individuals and organizations and firms in protesting its 
passage, in its present form. 

Especially we call your attention to the following: 

Section 13, as passed by the House, is defective. 

1. The appraiser should definitely state in his final appraisement what he has 
used as a basis of value, i. e., export value, United States value, ete. 

2. There should be a definite time limitation within which the appraiser must 
complete his appraisement. In the past, as well at this time, it is not uncommon 
for appraisements which require the payment of increased or additional duties, 
sometimes of substantial amounts, are not completed for a period of from 5 to 10 
years, the merchandise affected has long ago been disposed of and all but 
forvotten, by both the importer and his broker, or perhaps the firm has changed 
hands or has passed to younger management, or many other possible circum- 
stences, and such delayed appraisements are bound to work unnecessary hard- 
ships upon some who may be the most innocent person imaginable, who perhaps 
never heard of or knew nothing of the circumstances or the transaction. 

Section 16: We are definitely opposed to the proposed changes in this section. 
We individually do not and we doubt if there are many who would object to 
increasing the ceiling on informal entries of noncommercial merchandise from 
$100 as at present to $250, but to extend the ceiling on other importations would 
be like throwing open the door and asking every merchant or importer to help 
themselves, a very dangerous suggestion, and we believe one that will eventually 
dig deep into the revenue from imports, and surely it should not be object of 
our lawmakers to decrease the revenue, as the outcome would be still more taxes. 

Such a proceeding would give every importer a chance to arrange with his 
suppliers to divide shipments as he now gets them and bring individual ship- 
ment below $250 and forward them per parcel post or otherwise, and he would 
have the benefit of being exempt from expert examination, classification, and 
appraisement, and especially to unscrupulous importers, it would give them 
every chance to violate all the present regulations as to consular requirements 
and they could easily carry on an enormous import business without being sub- 
ject to the rules as to examination, classification, and appraisement of imports 
which now between $100 and $250 are subject to all the requirements of the 
customs rules and regulations with reference to examination classification and 
appraisement. 

There would also be far more numerous importations than at present as instead 
of four or five importations per year they would increase the number to one or 
two per month and still come within the requirements of the proposed changed 
hill 

Section 17: The proposed elimination of the privilege of amending entries is 
entirely unnecessary and will result in innocent individuals or companies being 
subjected to excessive penalties, which many times are caused by circumstances 
ever which such individuals have no control, and it would give the customs 
unchallenged authority to assess such penalties, and we believe that in prac- 
tically all cases where there is an honest dispute between the importer and the 
customs it can readily be settled through proper forum, and if there are fraudu- 
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lent or deceptive importers there are other provisions of law which can be used 
in such cases and we further believe that the idea of additional duties should 
be eliminated entirely. 

Since these are points which will directly affect the rank and file of importers 
and brokers and may be passed upon suggestions and recommendations of indi- 
viduals desiring to establish a more drastic method of handling customs transac- 
tions we feel that the honorable Senators who compose the Finance Committee 
should -~withhold action on this legislation until they have an opportunity to 
inform themselves on these particular items. 

We have heard for years that the customs laws and regulations were going 
to be simplified, but the proposed changes as shown in this bill complicates 
rather than simplifies the operations and procedure and practice in the importa- 
tion of merchandise and does not make for any safer or more equitable procedure 
for the: Government but rather has a tendency to instill the practice of a heavier 
iron hand. If there are going to be changes made let them be for the improve- 
ment of our present methods, instead of making the whole precedure more and 
more complicated. 

We urgently request your cooperation in this matter in the best interests of 
both the Government and the importers of foreign merchandise. 

Yours very truly, 
CLOSE AND STEWART, 
Per RaLpn M. CLose. 


THE CHAMBER OF COMMERCE OF KANSAS CITY, 
Kansas City, Mo., February 28, 1952. 
Hon. WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

Dear SENATOR GEORGE: At the time that the Customs Simplification Act of 
1951 was before the House of Representatives, the Kansas City Chamber of 
Commerce expressed itself as being in favor of the enactment of this bill. 

The foreign trade committee has given consideration to Ll. R. 5505, the 
revamped Customs Simplification Act of 1951, which is now before the Senate 
Finance Committee, and heartily endorses this proposed legislation. However, 
we should like to recommend for your consideration the following changes: 

(1) That amendments of entries should be permitted. However, once a col- 
iector has determined the duty, it should not be permitted to be changed upward, 
On the other hand, if the importer desires to lower the rate, he should be per- 
mitted to make an amendment to that effect within 60 days and also have the 
right to undertake to make an appeal. 

(2) Section 13, the collector should advise in each case whether he used the 
export value or the United States value. The lower of the two should be used, 
not the higher. It is recommended that the collector should use, when determin- 
ing the latter, actual commissions, profits or other deductions and not arbitrarily 
limited amounts. 

The careful and favorable consideration by your committee of H. R. 5505 and 
the changes suggested above will be greatly appreciated by the import interests 
if Kansas City. 

Very truly yours, 
ARTHUR Q. TERREL, 
Chairman, Foreign Trade Committee. 


PRINCETON UNIVERSITY, 
THE LIBRARY, 
Princeton, N. J., February 29, 1952. 
Hon. H. ALEXANDER SMITH, 
United States Senate, Washington, D .C. 


DEAR SENATOR SmitH: The House bill concerning the Customs Simplification 
Act, H. R. 5505, has been accepted by the Senate Finance Committee, and I under- 
stand that the committee is accepting the wording of the House bill instead of 
ntroducing similar legislation. Libraries are particularly interested in section 
15, which is on pages 15 and 16 of Report No. 1089, Eighty-second Congress, 
first session, and we hope that the informal entry of books can be handled in 
accordance with that section so far as libraries are concerned. 

Sincerely yours, 
LAWRENCE HEYL, Associate Librarian 
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NATIONAL ASSOCIATION OF WASTE MATERIAL DEALERS, INC., 
New York, N. Y., April 1, 1952. 
Hon. WALTER IF. GEORGE, 
Chairman, Committee on Finance, United States Senate, 
Washington, D. C. 

Dear Sir: We understand that the Committee on Finance, United States 
Senate, of which you are chairman, is considering H. Wt. 5505, passed by the 
House of Representatives in the first session of the Eighty-second Congress and 
known as the Customs Simplication Act of 1951. 

We hereby go on record with your committee that our seven commodity divi- 
sions, Comprising the National Association of Waste Material Dealers, Inc., are 
unanimously in favor of this bill being enacted into law during the present session 
of the Congress. 

We shall appreciate your presenting this letter to the Committee on Finance 
and sincerely hope that that it will take favorable action on it, and that it will be 
enacted into law promptly. 

Respectfully submitted. 

Cirinton M. Wuitre, 
Executive Vice President. 


THE PurRcELL Co., INc., 
Lerington, Ky. March 28, 1952. 


Senator ‘Tom UNbDERWOOD, 
Washington, D. C. 


DeAR Tom: I have just read an article on the Customs Simplification Act, H. R. 
5905, which I understand is before the Senate Finance Committee at this time, 
and I hope you feel that this bill should be opposed, as I believe it would be a 
terrific blow to the American retailer, as the majority of our items in our store, 
or any retail store, sells for less than $10, and if we are to have the additional 
competition of all foreign countries of their low-priced merchandise, that our 
business would be affected seriously. 

You may not realize it, but the average sale in this store, even though we 
sell many large units such as furniture and major appliances, is less than $5, 
so that you can see how this competition would affect this one store alone. For 
your information, I received a catalog from England the last few days, in which 
they list about 50 items and by far the majority of these items are priced at 
less than $10, and of course, while we both know that the merchandise is not 
superior to the American made, many people would think it smart to have mer 
chandise that is imported. 

There sems to be what is called a “protected” provision in this bill, that is called 
the safeguard, which would prohibit ¢. 0. d. shipments. Certainly anyone can 
realize this can have no effect whatever on purchasing this merchandise, and 
would certainly set up competition for the American businessman from the very 
countries that we are being taxed considerably to help. 

I hope you will give this bill your consideration and take whatever steps pos- 
sible to defeat same. 

Sincerely, 
(Signed) Lynn. 
(Typed) Lynn E. GroGan, Vice President. 


AMERICAN WATCH ASSOCTATION, INC., 
New York, N. Y., April 1952. 
Re H. R. 5505, an act to amend certain administrative provisions of the Tariff 
Act of 1930, and related laws, and for other purposes, 
Hon. WALTER F. GEORGE, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Sir: We refer to bill H. R. 5505 to amend certain administrative provisions of 
the Tariff Act of 1930, and related laws, and for other purposes, the chief object 
of which we understand is the streamlining of customs procedures. 

This association in general favors any legislative action which tends to sim- 
plify the administration of the customs laws, or which proposes constructive 
changes in technical customs procedure. However, we do not favor the inclusion 
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in such legislation of provisions which would result in injury to domestic business 
including that of importers and retail] dealers, ; : 

In this connection, we are particularly concerned 
section 321 of the present Tariff Act, 
(2) of said H. R. 5505. 

Section 7 of the Customs Administrative Act of 1988 (U.S. C.. 1946 ed., title 
19, see. 1821) amended the Tariff Act of 1930 by adding at the end of part I of 
title III a new section entitled “See. 321. Administrative E ‘emptions,” which 
reads in part as follows: 

“Collectors of customs are he 
Secretary of the Treasury may prescribe, 
of duty when the expense and inconvenience of 
thereon would be disproportionate to the 
gate value of articles imported by one person on one day and e 
payment of duty under the authority of this section Shall not 
case of articles accompanying 


about the amendment to 
proposed by section 11. subdivision (b) 


reby authorized, under such regulations as the 


to admit articles free 
collecting the d ity accruing 
amount of such duty, but the ager 


* 


e 
xempted from the 


exceed So n the 
, and for the personal or househo d 


LCC ( use of, persons 
arriving in the United States, or, $1 in any other case.” 

It will be noted that under the above-quoted provisions of Said section 31. 
articles exceeding $1 in value, 


accompanying persons arriving in the United 
States but not for their personal or household use, and 


] t } . 
Hi 1 les YCeediy 
aiso article t rceedit 


$1 in value, imported otherwise than on the person or in the aeco) panving bag 
gage of a person arriving in the United States. 


are not exempt from > payment 





of duty. 


Section 11 of H. R. 5505 proposes certain amendments to said sectioy Zl, 
cluding the following : 


“SEC. 521. ADMINISTRATIVE EXEMPTIONS 


“(a) - ae es 

“(b) Subject to such exceptions and under 
of the Treasury shall prescribe, articles (not including aleoholie 
manufactured tobaceo, snuff. cigars, or cigarettes) shall be adm tted 
and of any tax imposed on or by reason of 

“(1) When the articles are on the go) 
an individual arriving in the t nited States who is not entitl d to any exemption 
from duty or tax under paragraph 1798 (¢) (2) of this Act and ¢] 
value of such articles is not over S10, if the 


such regulations as the Se retary 

beverages. 
iree of a ity 
importation in the following 
person or 


CASES: 


in the accompanying baggage ot 


ie agerega 
articles are intended for 
or household use of such individual and not for sale, or S5 ir any other case 
This exemption shall not be allowed to any person more than one one day. 
“(2) When the articles are imported otherwise than on the person or in the 
accompanying baggage of an individual arriving in the United States and 
uggregate value of all articles in the shipment is not over SLO, if the 
are intended for the personal or household use of the consignee and not for sale 
or $5 in any other case. The privilege of this subdivision shall not be granted to 
any C. O. D. shipment or in any case in which merchandise covered by a single 
order or contract is forwarded in separate lots to secure the benetit of tf] 
subdivision, 


the persona 


artic 


“(c¢) The purpose of this section is to avoid expense and inconvenience to the 
Government disproportionate to the amount of revenue that would otherwise be 
collected. Therefore, the Secretary of the Treasury is authorized by regulations 
to diminish any dollar amount specified heretofore in this section and to prescribe 
exceptions to any exemption provided for in this section whenever he finds that 
such diminutions or exceptions are consistent with the purpose above stated, 07 
are for any reason necessary to protect the revenue or to prevent unlawful 
importations.”’ 

It will be noted that the proposed amendments provided by subdivisions (bj 
(1) and (2), quoted above, constitute a drastic departure from the former 
practice respecting the dutiable status of articles imported on the person or 
in the accompanying baggage of a person, and those imported otherwise than 
on the person or in the accompanying baggage of a person arriving in the United 
States. Since subdivision (b) (1) provides for articles imported on the person 
or in the accompanying baggage of an individual arriving in the United States. it 
is clear that subdivision (b) (2) applies exclusively to articles imported other- 
wise than on the person or in the accompanying ba 
ing in the United States. 

We do not favor the amendment proposed by said subdivision (b) (2) and 
desire to record our firm opposition thereto, The members of this association 
are convinced from their experience in the domestic watch industry that the 
right to import articles free of duty and tax, as provided in proposed subdivision 


ggage of an individual arriv- 





CUSTOMS SIMPLIFICATION acm - ~~ 








56 CUSTOMS SIMPLIFICATION ACT 


(b) (2), to an aggregate value of $10, when intended for the persunal or house 
hold use of the consignee and not for Sale, or to an aggregate value of $5 in any 
other case, will cause much hardship and result in serious injury to a large 
number of domestic retail dealers, as well as to manufacturers, wholesalers, and 
iinporters engaged in business in this country. 

The members of this association are engaged in the wholesale watch business 
in the United States and represent a substantial portion of that industry. The 
majority of our members produce watches in this country with the use of im- 
ported and domestic materials. Watches are also imported complete by scme of 
our members and all of these watches, whether produced in this country or 
imported complete, are merchandised through over 30,000 retail jewelers, depart- 
ment stores, and other retail outlets. Past experience has shown that the watch 
industry is a highly competitive one and that customs duties, and the retail 
excise taxes, are an important consideration in the price the ultimate consumer 
pays for our products. 

So, with respect to watches, if proposed subdivision (b) (2) is enacted into 
law in its present form, it would provide an opportunity for any nuinber of 
alert domestic and foreign persons or firms to establish foreign businesses to 
supply directly to consumers in this country, for their peronal use, millions of 
watches that are now supplied by those engaged in the domestie watch busiuess, 
and at prices which it would be impossible for the domestic firms to meet. Under 
subdivision (b) (2) watches could be advertised here for purchase and importa- 
tion directly by consumers at prices not including customs duty and retail excise 
tax, and this would constitute such a tremendous appeal to the buyers that the 
volume of such business quickly would grow to substantial proportions. Domestic 
retail dealers could not possibly compete pricewise with foreign sellers engaged 
in that kind of business. 

The effect of subdivision (b) (2) is to bypass the regular importers, distrib- 
utors, and retail dealers. Transactions under this proposed provision would 
avoid not only customs duties and excise taxes, but also sales taxes, and the 
costs usually incurred by those engaged in the importing and entry of merchandise 
into his country, as well as Federal and State income taxes on the profits, and 
all o.her provisions relating to social security taxes, unemployment taxes. and 
sitnilar obligations. The volume of watches supplied under this proposed pro 
vision, under such conditions, rapidly would reach at least 3 million units a year 
and in time probably would materially exceed this figure. 

Under such circumstances, the low and medium priced watch business of the 
retail jewelers and others dealing in such watches would be Virtually ruined, 
with the result that the business of the regular watch importers, manufacturers, 
and distributors, who are the suppliers of the retail jewelers, likewise would be 
seriously injured 

It is obvious that what we have stated concerning the direct purchase of 
watches by consumers from foreign suppliers applies with equal force to thou 
sands of other items which could be imported under subdivision (b) (2) free 
of duty and excise tax, and of the other obligations above mentioned, if this 
proposed amendment is enacted into law. Some of the more important goods 
would include perfumes and other toilet articles, costume jewelry, wearing ap 
parel, shoes and other leather goods, glassware. hardware and tools, and food 
stull. The business of all of the regular domestic manufacturers and pro 
ducers, importers, wholesalers, and retail dealers handing such iteins, and 
hundreds of others, unquestionably would be adversely affected by the imports 
that would surely follow the passage of said amendment. 

The tremendous possibilities offered by proposed subdivision (b) (2) un 
doubtedly would be taken advantage of by many foreign suppliers at the earliest 
moment after enactment. Also, domestic suppliers cculd open branches in 
contiguous countries, such as Canada and Mexico, for the purpose of availing 
themselves of the benefits to be derived by doing the business possible unler 
this proposed amendment. 

We recognize that under proposed subdivision (c) of section 321, the Secretary 
of the Treasury is given the power, in his discretion, to reduce any dollar amount 
specified in the said section, and to prescribe exceptions to the exemptions pro- 
vided therein when deemed necessary to protect the revenue. Also, that in 
report No. 1089 to accompany H. R. 5505. the Committee on Ways and Means 
said, respecting section 11 (p. 13), as follows: 
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“* * * Jt is the desire of the committee that the Secretary of the Treasury 
shall exercise his authority under this section in such a manner that the section 
will not be subjected to abuses by mail-order businesses engaging in the direct 
shipment of dutiable articles to purchasers in the United States.” 

However, even though the Secretary of the Treasury would have the authority 
to take remedial action under said subdivision (¢c), and to correct abuses which 
might arise, it would, we submit, be almost impossible to cover the vast range of 
items within the scope of subdivision (b) (2) with regulations and exceptions, 
without more or less nullifying the privileges granted by that subdivision. In 
the meantime, the injury resulting from the imports would be suffered. There 
fore, it would seem appropriate to take steps at this time that will eliminate the 
canger inherent in the said subdivision. 

This could be accomplished very simply by deleting entirely from section 11 
the proposed subdivision (b) (2), and reducing to $1 the figure $5, which now 
appears in subdivision (b) (1), line 16, page 15 of the bill, which action we 
strongly recommend be taken. 

Iffhowever, the committee favors the separate provisions for articles imported 
on the person or in the accompanying baggage of an individual, and for those 
imported otherwise than on the person or in the accompanying baggage, then we 
suggest, in the alternative, that the figure $10, in subdivision (b) (2), appearing 
in line 22, page 15, be reduced to $1, and the figure $5, in line 24, likewise be 
reduced to $1. 

If it is finally decided neither to eliminate subdivision (b) (2) nor to change the 
present value provisions of subdivisions (b) (1) and (2), then we suggest that 
all items subject to the retail-excise tax should be excluded from the provisions 
of said subdivisions (b) (1) and (2), because the entry of certain items free of 
duty is a sufficient advantage to an individual and should not be extended to 
include those also subject to retail excise tax. This could be accomplished by 
amending the exceptions provided in subdivision (b) to read as follows: 

° * ° (not ine luding alcoholic beverages, manufactured tobacco, snuff, 


cigars, cigarettes, or any article or material subject to the retail excise tax) 
It is submitted that favorable consideration of one or the other of the recom 


mendations and suggestions outlined above is not only desirable but necessary 
to prevent a serious situation that will rapidly develop, and affect adversely the 
various domestic businesses hereinbefore mentioned if the said proposed sub 
division (b) (2) is enacted into law in its present form 
Respectfully, 

AMERICAN WATCH ASSOCTATION, IN« 

S. Ratpu Lazrus, President 

WILLIAM H. Fox, Counsel 


R. F. Downine & Co., IN¢ 
New York, April 17, 1952. 
Senator WALTER F. GEORGE, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR GEORGE: I am addressing you in connection with the customs 
simplification bill, H. R. 5505, which will be the object of public hearings before 
the Senate Committee on Finance starting Tuesday, April 22, 1952 

In common with many other customs brokers, I am concerned over a provision 
in the pending measure which would authorize free entry for “noncommercial” 
shipments valued at $10 or less. Increase from the present limit of 51 value is 
understood to be favored by the Treasury Department on the premise it would 
reduce work for customs personnel and expedite procedur 

Aside from the possible damage to legitimate importers and the likelihood 
of encouraging a greatly increased volume of small packages from abroad by 
parcel post and air, I am convinced the proposed change would add piney to 
the work for Customs and quite likely pose a threat to revenue. The only way 
to determine whether a package should have free entry for value under "$10 
would be to examine the contents and obtain a shippers invoice. Hence, it 
would be no saving in work or time. It would actually make matters worse 
because of eagerness on the part of shippers abroad and persons in this country 











5S CUSTOMS SIMPLIFICATION ACT 


to get apparel, books, hardware, and countless small items. At the same time, 
it would harm the legitimate importer now paying duty and handling such goods 
in quantity. 

I have been a customs broker for 30 years and at one time head of Foreign 
Freight Forwarders and Brokers at the port of New York. I was also a candi- 
date for Congress on the Democratic ticket from the Sixth District, New Jersey, 
in 1944 and 1946. If you would desire further information, | shall be pleased 
to respond at any time. 

Yours very truly, 
R. F. Downing & Co., INc.,, 
(Signed) Walter H. Van Hoesen, 
(Typed) W. H. VAN HokEsen, President. 


Senator Hory. This coneludes the schedule of witnesses for this 
morning. The committee will now take a recess until tomorrow 
morning at 10 o'clock. 

(Whereupon, at 11:10 a. m., the committee recessed, to reconvene 
at 10 a. m. Wednesday, April 23, 1952.) 
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WEDNESDAY, APRIL 23, 1952 


Unrrep STATES SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D). ¢ 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Clyde R. Hoey presiding. 

Present : Senators Hoey, Kerr, Frear, and Williams. 

Also present : Elizabeth B. Springer, chief clerk ; and Serge N. Ben- 
son, professional staff member. 

Senator Hory. The committee will come to order, please. 

Mr. Wayne C. Taylor ¢ 

Mr. Tayvor. Yes, sir. 

Senator Hory. Mr. Taylor, do you have a statement you would like 
to make at this time? If you do, will you give your name and address 
to the reporter ¢ 


STATEMENT OF WAYNE C. TAYLOR, CONSULTANT, MUTUAL 
SECURITY AGENCY 


Mr. Taytor. My name is Wayne C. Taylor, and I live in Heaths- 
ville, Va. sir: Tam a consultant to the Mutual Secur ity Agency. 

Mr. Chairman, the Mutual Security Agency strongly supports the 
position taken by its predecessor agency, the Economic C ee ation 
Administration, in the letter of February 1, 1951, from Mr. William 
C, Foster, the Administrator, to the Honorable R. L. ee chair- 
man of the Ways and Means Committee. In this letter Mr. Foster 
pointed out that the passage of H. R. 1535 would go a long way toward 
clearing up the numerous uncertainties and complexities of United 
States customs procedures. 

The Mutual Security Agency wishes to take this opportunity to 
reiterate our opinion that the simplification of customs procedures 
would make a substantial contribution to the fostering of a mutually 
advantageous and permanent increase in trade between Europe and 
he United States. As you know, one of the most serious economic 
problems that ECA, and now MSA, had to deal with in Western 
Kurope was the existence of a substantial deficit in Europe’s trade with 
the United States. While this deficit for a brief period tended to dis- 
appear under the pressure of the mobilization effort, the basic causes 
continue to exist and will continue to threaten the security of the 
Kuropean economy and the success of our mutual defense efforts with 
our NATO and other E uropean allies. There is no question that the 
complexities and uncertainties of customs procedure, which the pro- 
posed bill seeks to eliminate, have been a major deterrent to European 
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sellers new to the American market. The ECA received a great num- 
ber of complaints from Europeans about difficulties they have had, or 
fear, from United States customs. The passage of the proposed bill 
would not only give valuable assurance to Europeans of America’s 
genuine interest in fostering European trade but would also remove 
many actual barriers inherent in present customs machinery. 

As far as Mutual Security Agency’s program is concerned some 
features of the proposed legislation stand out as of particular im- 
portance. I have in mind the proposed revision of criteria for the 
valuation of imported articles the proposed removal of special-mark- 
ing requirements, and the provision on countervailing duties. 

Senator Hory. Thank you very much, Mr. Taylor. 

Mr. Taytor. Thank you, Mr. Chairman. 

Senator Hory. Mr. Rowland Jones, Jr. Have a seat, Mr. Jones. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION 


Mr. Jones. Good morning, Mr. Chairman. 

Mr. Chairman, my name is Rowland Jones, Jr. 1 am president of 
the American Retail Federation, and I would ask leave to file a short 
brief with your committee and only hit the high spots of that brief 
orally. 

Senator Hory. That will be entirely agreeable. The entire brief 
will be placed in the record. 

Mr. Jones. Attached to the statement is a list of the 22 national 
retail associations, and 34 State retail associations, which are mem- 
bers of the American Retail Federation. 

Senator Horry. They will be included in the record. 

Mr. Jones. Mr. Chairman, today we confine our interest in the 
pe nding bill to section 321 (b) (2) which would raise the duty-free 
import valuation from the present figure of $1 to $10. 

The only argument in favor of this proposal that we have found in 
the discussion of this bill publicly has been the cost of handling small 
packages through customs. While that may be a matter of importance 
to the Government and in the matter of cost of administering our 
customs and our imports, we think a large number of rather impor- 
tant considerations outweigh any saving which might accrue to the 
Government. 

So far as we know, all that the Customs Service claims for this sec- 
tion of the bill is that it would have the effect of saving a considerable 
amount of money in the processing of many packages in a value of 
$10 or less. 

Senator Hory. Have you any estimate of the difference in amount 
of revenues that would be derived under the present law and under 
this one? 

Mr. Jones. Well, it is claimed by customs, we understand, that it 
costs on the average of $1.59 to process a package through customs. 

Senator Hory. And this bill changes it from $1 to $10? 

Mr. Jones. That is right. They claim it would make that customs 
inspection unnecessary for packages to citizens of the United States 
for their personal use shipped from abroad—it would save the in- 
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A large number of other considerations, however, we think, negate 
any savings which might be made. 

In the first place, we would expect that if this section were approved 
by the Congress, a’very large increase in the volume of duty-free im- 
ports to come into this country in classifications of products of all 
kinds. It constitutes an open invitation for the establishment of for- 
eign mail-order businesses, not only in European and Asiatic coun- 
tries, but also substantially from Canada and Mexico. 

The prestige of forei 1gn imports is now substantial in this country, 
even with the duty, and I would offer for the record the language of 
an advertisement in the New York Times magazine. The rate for a 
single insertion in that magazine is $3,370, and it advertises women’s 

capes and skirts, with duty, respectively, of $2.75 and $2.50, respec- 
tively, for the cape and the skirt, but with a price of $7.95 and $8.95, 
respectively. In other words, there must be a tremendous volume 
of this kind of imports now paying the duty. 

You take the duty off and you give a tremendous impetus, and the 
package handling of customs, we are sure, would skyrocket in valua- 
tions of less than $10. 

Senator Hory. Does this bill eliminate the tax altogether where it 
is for personal use ¢ 

Mr. Jones. It is duty-free where it is shipped into this country 
to individuals for personal use and not for resale; it is duty-free up 
to $10. 

(The advertisement referred to is as follows :) 

[Advertisement from the New York Times, February 24, 1952] 
ORDER YOUR “ROYAL PLAID’ SEPARATES DIRECT FROM LONDON 

The personal tartans of the royal princesses in the season's newest silhouettes— 
pencil slim or flaring skirt in finely woven 100-percent virgin British woolen, 
superbly tailored. The matching stole-cape, lavishly garlanded with wool fringe, 
to wear a dozen different ways. Richard Shops of Regent Street, London, are 
able to offer you these unbelievable buys only because of the current favorable 
rate of the dollar exchange to resjdents of the United States of America. 


American sizes 10 | 221 24 | 161 1 Straight skirt, $7.95. 
ns as .~ 2 | 26) 27 | 28 | 30 Flared skirt, $8.95. 
Length............... 28 |.20 | 30 | 3 31 | Matching stole-cape, $4.95. 


Delivery will take about 4 weeks and you pay a customs duty of about $2.50 


for the straight skirt, $2.75 for the flared skirt, and $2.50 for the matching 
stole-cape to your postman on receipt. 


Cut this out and send to London 
RicHARD SuHops, 


Dept. NT-—1, 180 Regent Street, 
London, England: 
Please send me the following Dereta skirts. I understand if I am not satistied 
the purchase price will be refunded. 


Name boats ec igh sachacades th dnl cantsin eine J c 

I accel teat en ‘ 

City a NE ; Lo ne _. State ; ss 
Princess Elizabeth tartan_- Flared $8.95; straight $7.95; sizes 
Princess Margaret tartan__. Flared $8.95; straight $7.95; sizes 
Matching stole with either, $4.95 extra. 

Check _} International mail order 


To speed delivery, airmail from anywhere in United States, 15 cents. We pay postage on 
all shipments 


Mr. Jones. It should be borne in mind also that the $10 valuation 
represents the value in terms of foreign currencies and not American 
currencies, which makes that level higher than the $10 figure. 
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We are certain that there would be a great loss in customs revenue to 
the Government if this section were approved, and, second, I would 
call the committee’s attention to the fact that in this country we have 
a broad system of excise taxes on a great many products which sell 

for less than $10 in this country. 

We have the 20-percent excise taxes at retail, a very heavy tax 
which includes cosmetics, jewelry, and luggage, and in addition, many 
States have sales taxes on all products except foed, ranging up to 3 
percent. 

In addition, we have excise taxes at the manufacturer’s level as high 
as 25 percent of the manufacturer’s price over a wide range of items. 

Te open our imports into this country duty-free on valuations up 
to $10 would give a tremendous ince ntive to American citizens to order 
all of these categories of goods from foreign mail-order companies 
which are certain would spring up immediately, and there would be a 
great loss to the Federal Treasury in these excise taxes because they 
would not be applicable on foreign imports from foreign countries; 
a great loss to the States in State sales taxes on those sales, which we 
believe would mushroom rapidly. 

In addition, many cities in this country today, on top of that, have 
sales taxes which would not apply to these imports. 

So, State, national, and local, the taxes lost on opening up this situ- 
ation would be very substantial and far outweigh the cost of the in- 
spection which the Customs Service offers as their main excuse for 
opening up these imports duty-free up to this figure. 

There would also be the collateral loss to the Treasury and to the 
States in the collection of corporate and personal income taxes repre- 
senting the profits on this business which would be diverted to foreign 
mail-order operations. 

In addition also inevitably it would bring a loss of employment 
opportunity in the manuf: acturing establishments of this country. 

There are some safeguards in this section of the bill giving the Sec- 
retary of the Treasury the authority to move in and abrogate the $10 
rule, but we feel that that safeguard is not adequate, and in no sense 
would protect against the serious evils which we think would accrue. 

Now, the argument may be made in regard to this section that it will 
be very helpful to foreign countries which are short on dollars and 
need it in their foreign exchange and need it for healthy rebuilding 
of foreign countries. 

We think that this is not a matter—this is not a way in which we 
should help foreign nations increase their dollar balances and their 
exchange position. 

We are doing that in many, many other ways in the amount of 
billions of dollars, and we do not think that this foreign aid should 
now be injected to relief for foreign mail-order importers into this 
country on the basis that it helps those foreign countries in their 
dollar exchange. 

We also approve the airlines’ proposal for informal entries into 
this country, which is a procedural matter, which would greatly sim- 
plify the incoming import packages by airlines. . 

The procedural situation now makes it very difficult for them to 
get prompt access to foreign shipments coming in by airlines, which 
are legitimate in every way. 
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Over-all, Mr. Chairman, the retailer of this country hopes that he 
will not be subjected to a mushrooming mail-order competition from 
abroad, particularly from Canada and Mexico where we are so close 
by. We know that tremendous businesses would be built in Canada 
and Mexico immediately, because of the savings in taxes that Ameri- 


cans can avoid by simply sending a mail order to Canada or Mexico, 
aa we know we all like to avoid taxes wherever we can. 
There is also that fascination of imported goods to American peo- 
yle—not always justified—but which is water on this wheel, and we 
ac ie ccemmities will not approve the increase from $1 to $10 of the 
import-duty freedom in the existing law, and to leave the existing 
law as it now stands in this regard. 
Senator Horny. Thank you for your appearance, Mr. Jones. 
Mr. Jones. Thank you. 
(The prepared statement of Mr. Jones is as follows:) 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT OF THE AMERICAN RETAIL 


FEDERATION, REGARDING H. R. 5505, THe CusToMs SIMPLIFICATION ACT OF 
1951 


My name is Rowland Jones, Jr. I am the president of the American Retail 
Federation, with oftices at 1625 Eye Street NW., Washington, D. C. 

The American Retail Federation is a federation of 21 national retail-trade 
associations and 32 State-wide retail associations. The names of the 
of the federation are attached to this statement. 

The members of the federation are opposed to that part of section 11 of H. R 
5505 which proposes to amend section 321 (b) (2) of the Tariff Act of 1930. 

This section would permit the importation of articles—otherwise than on the 
person or in the baggage of an individual arriving in the United States—without 
payment of duty in cases where the aggregate value of all articles in a shipment 
did not exceed $10, and the articles are for personal or household use and not 
for resale. (An exception is made for alcoholic beverages and tobacco products, 
which are not eligible for this exemption.) 

The purpose of this provision, according to the bill, is to avoid « 
inconvenience to the Government disproportionate to the amount 
that would otherwise be collected. 

The retail industry feels strongly that the enactment of this provision would 
not accomplish the purpose set forth in the bill, and that, on the contrary, 
substantial amounts of revenue would be lost to the Federal Government if this 
provision becomes law. 


> members 


xpense and 
Oot revenue 


Large volume of imports seen 


This provision, if enacted, would open the door to the establishment of a large 
importing business. It is a cordial invitation to foreign manufacturers and 
producers to advertise extensively in our newspapers and magazines that their 
articles can now be obtained duty-free. A certain glamour, undeserved in many 
cases, I think, attaches to imported articles at all times, aun 1 the American public 
is always quite conscious of any chance to buy an article at a reduced 
particniarly if the reduction is caused by the elimination of a tax. 

Foreign firms already have discovered that there is a good market in this 
country through mail-order business. As an example this advertisment offers 
imported skirts and capes direct from London. This advertisement, placed by 
the Richard Shops, cost the company $3,370 for one insertion. Obviously the 
Richard Shops must expect to sell a large number of skirts and capes to pay for 
the cost of the advertisement. It is easy to see how much more appeal the ad 
would have if instead of stating that the American customer will pay the post- 
man about $2.50 duty on a $4.95 cape, or $2.75 on a 7.95 skirt, the advertise- 
ment could say that the items ordered direct would come in duty-free whereas 
the same imported item purchased in a local store would have a customs duty in 
its price. 

Therefore, the retail industry feels that if this provision becomes law, an 
import business in articles of less than $10 in value—and it might be well to 
emphasize here that the $10 figure refers to foreign value, not domestic value, 
which would be a higher figure—this import business, I repeat, would mushroom 
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to vast proportions almost overnight, with a substantial loss to the Treasury, not 
only in customs duties, but also in internal revenue. 


Customs loss could be material 


The loss in customs duties, retailers believe, would be substantial. The pur- 
pose of this section of the bill, as already stated, is to relieve the Government 
of the expense of collecting small amounts of duty, where the cost of collection 
is in excess of the duty. The latest figure available on this cost is approxi- 
mately $1.59 per mail package. However, in the advertisement just mentioned, 
the duties on items of less than $10 run considerably higher than this cost of 
collection. Duties on other items in the luxury or semiluxury class—and these 
would be the items most likely to appeal to American consumers—would probably 
exceed the collection cost in many cases also. 

Loss in excise taxes 


Aside from the loss in customs revenue there is the certain loss to the Treasury 
from diminished excise-tax collections. Many of the items which would appeal 
to American purchasers are those which are domestically taxed at 20 percent 
of the retail selling price, such as jewelry items, luggage, toilet preparations, and 
furs. Hundreds, if not thousands, of items in these categories would come 
within the less than $10 value classification. As imports they would not be 
subject to the 20 percent excise tax and the saving of a 20 percent tax would 
be a forceful appeal to the bargain-minded American customer. 

In addition there are many items which might be imported under this pro- 
vision which are subject to a 10 or 15 percent manufacturer’s tax if produced 
domestically. 

Included in these are small electric appliances, sporting goods, cigarette lighters, 
and some others. 

The loss to the Treasury from the importation of these articles, which would 
come in duty-free and excise-tax-free, would be anything but inconsequential. 


Loss in income-taz collections 


The growth of a large import business from foreign manufacturers and dealers 
direct to the American consumer could not help but have a noticeable effect on 
income taxes as well. 

Retailers who suffered from a loss in sales due to this foreign competition 
would have their profits reduced and pay less income taxes to the Federal Gov- 
ernment. American manufacturers producing items in competition with the 
imported items would also suffer a loss in sales which would shortly be reflected 
in curtailed payrolls and unemployment. 


Safeguards anything but adequate 


The danger Mat this provision would open the doors to a mail-order business 
of vast proportions was clearly recognized in the hearings before the Ways and 
Means Committee, and admitted by Treasury representatives who testified on 
the bill. They felt, however, that they had provided ample safeguards in the 
provision in subsection (c) of the proposed new section 321, by giving the Sec- 
retary of the Treasury power to prescribe exceptions to this exemption and to 
reduce the $10 maximum whenever necessary to protect the revenue or prevent 
unlawful importations. 

The Ways and Means Committee report also stated that it was the desire of 
the committee that the Secretary should use these powers to prevent abuses by 
mail-order business engaging in direct shipment of dutiable articles to pur- 
chasers in the United States. 


The retail industry does not consider these safeguards as adequate 


It would take some time to detect the extent to which the provision was being 
used to build up a mail-order business in this country, and it would take more 
time to determine the extent to which the Secretary should exercise his powers 
to make exceptions, to restrict certain articles from the privilege, or to reduce 
the $10 maximum to some lesser figure. 

By that time the damage would have been done. 

Faced with a definite loss of revenue in customs collections, excise-tax col- 
lections and damage to manufacturers, retailers, and their employees, it would 
be far better to keep the door closed by striking this section from the bill. 
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Summary 


If that part of section 11 of H. R. 5505 which proposes to amend section 321 
(b) (2) of the Tariff Act of 1930 is enacted— 


1. The duties which wou'd be lost would in most instances exceed the cost 
of clearance by the Customs, with a direct loss of revenue to the Federal 
Government. 

2. There would be an appreciable reduction in the collections of Federal 
retailers and manufacturers excise taxes, since the imported items would 
not be subject to these excise taxes. 

3. These duty-free excise-tax-free shipments would cause a loss of business 
to American manufacturers and retailers, with a loss to the Treasury in 
income taxes. 

4. In many lines an added result would be unemployment and a further 
potential reduction in income-tax collections. 


For these reasons the retail industry requests that this section be stricken 
from H. R. 5505. 


MEMBER ASSOCIATIONS OF THE AMERICAN RETAIL FEDERATION 


National Associations: 


American National Retail Jewelers Association 
Association of Credit Apparel Stores, Ine. 

Institute of Distribution, Inc. 

Limited Price Variety Stores Association, Ine. 

Mail Order Association of America 

National Association of Chain Drug Stores 

National Association of Credit Jewelers 

National Association of Music Merchants, Inc. 
National Association of Retail Clothiers and Furnishers 
National Association of Shoe Chain Stores 

National Retail Dry Goods Association 

National Retail Farm Equipment Association 
National Retail Furniture Association 

National Retail Hardware Association 

National Shoe Retailers Association 

National Stationery and Office Equipment Association 
National Foundation for Consumer Credit 

National Luggage Dealers Association 

American Retail Coal Association 

Retail Paint and Wallpaper Distributors of America, Ine. 
National Retail Tea and Coffee Merchants Association 


State associations: 


California Retailers Association 

Colorado Retailers Association 

Delaware Retailers Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Council of Retailers 

Illinois Federation of Retail Associations 
Associated Retailers of Indiana 

Associated Retailers of lowa, Inc. 

Kentucky Merchants Association, Ine. 
Louisiana Retailers Association 

Maine Merchants Association, Ine. 
Maryland Council of Retail Merchants, Inc, 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Missouri Retailers’ Association 

Nevada Retail Merchants Association 
Retail Merchants Association of New Jersey 
New York State Council of Retail Merchants, Ine. 
North Carolina Merchants Association, Ine. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
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State associations—Continued 
Oregon State Retailers’ Council 
Pennsylvania Retailers’ Association 
Rhode Island Retail Association 
Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Counci! of Texas Retailers’ Association 
Utah Council of Retailers 
Virginia Retail Merchants Association, Ine. 
Associated Retailers of Washington 
West Virginia Retailers Association, Inc. 


Senator Hory. Mr. R. E. Canfield. Mr. Canfield, have a seat. 


STATEMENT OF ROBERT E. CANFIELD, AMERICAN PAPER AND 
PULP ASSOCIATION 


Mr. Canrretp. My name is Robert E. Canfield, American Paper and 
Pulp Association, 122 East Forty-second Street, New York. 

I have been before you pr ivously, Senator. 

Senator Hory. Yes, 1 remember. 

Mr. Canrretp. Almost invariably before opposing some kind of 
legislation that was intended to implement. administration policy. 
This time I am in the cheerful position of being with administration 
policy. 

The only reason I am here is to talk about section 13, the valuation 
provision. It is the amendment of section 402 of the Tariff Act, and 
it appears on page 18 of the bill. 

What I want to do is to point out that apparently in the zeal to 
simplify customs procedures, which certainly need simplifying, the 
drafters of the bill have inadvertently ine luded provisions which are 
in direct conflict with one of the administration’s pet policies, one with 
which most American industry, if not all, are in favor, namely, to try 
to rid foreign trade of the evils of cartel control, and to foster true 
competitive business abroad as we know it here at home. 

Section 13, in its present form, would supply an economic incentive 
which would virtually guarantee cartel control of all exports to the 
United States, and I doubt very much if that is really intended by 
the administration or by the Congress. 

Under the present law the courts have reluctantly held that foreign 
cartels can create a situation where the export price must be taken 
by the United States for tariff-evaluation purposes even though cartel- 
controlled, and even though it is placed far below home-market value, 
in order to reduce duty payments. 

All they have to do to achieve that result is to create a controlled 
price in the home market which automatically removes it as a yard- 
stick for evaluation purposes. 

Under section 13 of this bit the cartels do not have to create the 
situation. The law does it for them. What was reluctant becomes 
accepted basic United States policy. The only deterrent to cartel 
control of the United States valuation base is eliminated. 

The cartel can control the United States valuation base without 
having to rig the market at home. 

The way section 13 accomplishes this result is simple: The present 
law says that the higher of the freely offered home market price and 


the export value is to be used as a base for valuation. Section 13 
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drops out the home-market test and says that the export value is the 
base. It defines “export value” as the price at which the merchandise 
is freely sold or offered for sale for exportation to the United States. 
That would not be so bad except that further on “freely sold or offered 
for sale” is defined. 

I suppose it is true the Congress can pass a law that says, “for the 
purposes of this act black means white.” It is a little starling to 
find it, however, and that, as near as I can figure out, is exactly what 
the definition does. 

I think without the definition that anyone, any court, would agree 
that “freely sold or offered for sale” means sold in an uncontrolled, 
unrigged market at a price determined by free negotiation between 
buyer and seller. That is what the courts have held under the present 
act, with the reluctant result that they eliminate home-market value 
when it has been rigged. 

But section 13 in its definition leaves out any such concept, and 
states that all that “freely sold” means is that the same price, whether 
rigged or not rigged, is offered to all buyers and that use of the product 
by the buyer is not restricted except in certain ways, the cert: a ways 
being the only important ones. 

So, for all practical purposes what it says is that “freely offered” 
merely means that the same price, even though it is a rigged price, is 
offered to all buyers. 

With that definition the exporter controls absolutely the valuation 
for United States tariff purposes. 

Let us take,a specific example of how that works: Take French 
cigarette paper. It happens to be controlled completely by Regie, 
the French Government tobacco monopoly. The price at home in 
the French market currently is $4.40 per bobbin. The export price 
generally to other countries than the United States ranges from $4 
to $4.50 per bobbin. The export pr ice to the United States is $2.35 
per bobbin. Under the present act the duty would be charged on the 
$4.40 foreign home market value price, except that it is a rigged price. 

Under the new act that would not be taken into account, rigged or 
not rigged, and the rigged price of $2.55, the export price to the United 
States, would be the base on which we had to ¢ ompute duties. 

In February, which is the last month I have figures for here, the 
imports—they are quite small on this, but it just typifies the whole 
situation—totaled a value of $15,000 and some-odd, on this $2.55 base. 

On the home-market value, it would have been $28,500. The duty 
actually collected on the February shipment was $3,423, which it would 
be under this new act. 

On a correct valuation the duty would have been $6,200, almost a 
hundred percent higher. 

Now, it seems to me axiomatic that when Congress fixed ad valorem 

duties, and almost all of our duties are ad valorem in whole or in part, 
that they meant that the value was a real value, not a rigged-up value 
for the purpose of limiting the amount of duty that people would have 
to pay, and it seems to me axiomatic also that if we are trying, as the 
administration states as a basic policy, to get rid of cartels through- 
out the world in order to free up trade, that we should not pass a law 
that invites cartel control of things, and almost, as a matter of eco- 
nomics, forces it. 
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If somebody is in a position to cut his duty by 50 percent merely by 
doing what he can do under his own laws, but what would end him up 
in jé Lil here, he is certainly going to do it. 

Senator Hory. Have you any suggestion to make about any changes 
you think are proper ? 

Mr, Canrietp. Yes; I think it would be quite simple to do, sir. 

Senator Hory. You might put in the record any suggestions you 
might have by way of amendment. 

Mr. Canrtevp. I shall do that. 

I would think that what we ought to do if we are trying to make 
a real value is to say to foreigners in effect, “Do you value this stuff for 
import purposes on the basis of a free market price, not the way it is 
defined in this act, but the way people mean it when they say ‘free.’ 
If you have not got a free market price, then take our American free 
market price as a criterion. If you don’t want to value your imports 
on that basis, establish a free market of your own.’ 

Now, to do that, all that would be required in the way of amendment 


of this bill would be this: On page 18, after line 10, insert a new clause 
which says: 


If neither the export value, the United States value, nor the comparative value 
can be ascertained satisfactorily, then the American selling price of comparable 
merchandise 
Then there would be some changes of numbering. 

The next addition would be in line 12 on that same page. To strike 
out the word “nor” and to insert after the word “ value, ” the words 
“nor the American selling price of comparable goods.” Then there 
will again be some numberi ing changes. 

On page 22 there should be a new definition inserted of what we 


mean by comparable merchandise, because I have used that phrase, and 
that will be, 


merchandise manufactured or produced in the United States of like materials 
used for the same purpose and of approximately equal commercial value as the 
merchandise undergoing appraisement. 


That language is taken right out of the bill, from another clause. 

There will be some more numeral changes, and then in line 18 on 
page 22, the basic change: In the definition of “freely sold or offered 
for sale” there should be inserted, after the word “wholesale” in the 
second line of the definition, and that is on line 18, the words: 
at prices determined without agreement with or compulsion by any other seller, 
group of sellers, or Government agency— 
and so forth. 

Senator Hory. That would be merely inserted in line 18? 

Mr. Canrtevp. Line 18. 

Those simple changes would assure that duty valuations were made 
on the basis of real value and not rigged value. 

Senator Hory. Yes. Thank you very much, Mr. Canfield. 

Mr. Canrievp. Thank you, sir. 

Senator Horny. Mr. John Ray. 
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STATEMENT OF JOHN RAY, CHAIRMAN, IMPORT AND CUSTOMS 
COMMITTEE, DETROIT BOARD OF COMMERCE 


Mr. Ray. My name is John C. Ray, of Detroit, Mich. I am chair- 
man of the import and customs committee of the Detroit Board of 
Commerce, and I am appearing here this morning on behalf of the 
Detroit Board of Commerce. 

The Detroit Board of Commerce, representing the many varied, 
vast and diversified industries and businesses operating within the 
Detroit’ area whose connections and investments are extended 
throughout the world, has for the past several years been concerned 
with the cumbersome, complicated, and unnecessary United States 
customs regulations and restrictions, and we believe that they have 
created a needless hardship for the United States importers and 
thereby had an adverse effect upon the United States exporters, con- 
sumers, and the employment of labor. 

The board of commerce, by appropriate resolution, favors the adop- 
tion of the Customs Simplification Act. 

There may be avenues of dissent with certain particulars of the act. 
with which we, however, are not concerned. We are only concerned 
with the broad aspects of the act and urge its adoption. 

Our port ranks fourth as far as dollar volume of imports are con- 
cerned, and we have been subjected to considerable annoyances and 
delays in making our entries at the port of Detroit. These annoy- 
ances and delays have not been occasioned by any means by any in- 
efliciency on the part. of the customs, but are largely attributed to the 
comple xities of the present act. 

Even though our volume of business, custems business, at. the port 
of Detroit has increased over 300 percent since 1937, the personnel of 
the collector has not. been increased at this particular port proportion- 
ately. 

We feel that the delays have been occasioned to a large extent by the 
complexities of the v: aluation of importations, which section 13 of the 
proposed act is designed to correct. 

We feel that doing away with the determination of foreign value 
will remove the necessity for making foreign investigations which 
take so much time, and oftentimes it may be a year or two years and 
three, and sometimes longer, before an importer will find what the 
appraiser values his merchadise at, and oftentimes that valuation is 
different from the entered value, and the profit is turned into a loss, 

It certainly is a very unrealistic and unbusinesslike way of handling 
importations, and we feel that section 15 of the proposed act will go a 
long way toward correcting this evil. 

Senator Hory. I may say in this connection, Mr. Ray, if you would 
like to have your full statement appear in the record and refer to such 
parts as you y ant to now, you may do so. 

Mr. Ray. Yes, I would; I am just trying to save time here. 

Senator Hoey. Just refer to such parts as you wish, and your full 
statement will go in the record. 


Mr. Ray. Yes. 
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We also feel that section 17 of the proposed act dealing with the 
amendment of entries and duties on undervaluation is a pi artic ularly 
good and constructive step toward improving international trade, and 
we wholeheartedly recommend its adoption. 

Under sections 489 and 503 of the present law, the importer must 
give the final appraised value at his peril, subjecting himself to an 
undervaluation duty if he fixes too low a figure, and if, to be on the 

safe side, he fixes it too high, he receives no benefit from the final 
appr aisement if it happens to be less than the entered value. 

The present law also provides an additional undervaluation duty 
of 1 percent on the final appraised value of the merchandise for each 
1 percent that such final value exceeds the value as entered by the 
importer, and if the appraised value exceeds the entered value by 
more than 100 percent, the entry will be considered presumptively 
fraudulent and the merchandise is subject to seizure and forefeiture. 

The present section 489, with its complexities and the heavy penalties 
and costs which can be incurred under it, has been a particular bug-a- 
boo to international trade. 

There have been instances in our area of severe penalties being in- 
curred innocently under that particular section, Mr. Chairman. 

Under section 17 of the proposed act this would be eliminated, 
and importers who are cooperative with customs officials in m: king 
full disclosure of all particulars on entry need no longer fear incurring 
additional penalty duties because of undervaluation. Section 17 of 
the proposed act also re pe als the present unfair provision that where 
the importer’s entered or declared value is higher than the final 
appraised value, the importer’ s entered value nevertheless becomes 
the dutiable value. This is tantamount to overpaying one’s own 
income tax and not being able to recover such overpayment. 

Along that line in respect to section 17, I would also recommend, 
or rather the Board of Commerce of Detroit recommends, the reten- 
tion of the right of the importer to amend his entries. I believe that 
right should be protecte d and respec ted. 

Senator Kerr. Which right is that? Say that again. 

Mr. Ray. That is the right of the importer to amend his entries 
at any time prior to the appraisement. 

Senator Hory. On customs? 

Mr. Ray. Yes. 

Along section 17, we would also recommend that a time limit be 
placed on the time in which the appraiser of customs has to make his 
appraisement. At the present time he may take anywhere from a 
year to 2 years, depending upon the diffie ulties that he encounters in 
obtaining values. That is because of the complexities attaching to 
foreign valuation, where the treasury attachés and agents in foreign 
countries make determinations of what the foreign value m: Ly be. 

Well, the customs simplification will do away with the foreign 
value and the need for making foreign investigations will no longer 
be inherent or necessary. 

However, that may not still obviate certain investigations, and we 
believe they should not be too extended. We feei that 120 days or 
180 days are sufficient for an appraiser to make his determination of 
value; and somewhat similar to your income-tax laws, if he cannot 
make his determination in that length of time he could request of the 
importer an additional 30 days to make his valuation; that is, to have 
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the importer waive the period of time the statute provides, the statu- 
tory time, and if the importer would not consent to such a waiver, 

why, then, the appraiser could go ahead and make his appraisement 
on the basis of the facts which he has before him. It would be in 
the nature of a jeopardy appraisement, so to speak, from which the 
importer could appeal if he would. But to extend the time beyond 
6 months, I think, is very unrealistic and unbusinesslike, and keeps a 

businessman unduly in suspense as to what the ultimate value of his 
importation might be. 

Senator Kerr. You do not think that the extension of the time 
changes the value and that, therefore, since it does not, that the deela- 
ration and fixation of it should be expedited ? 

Mr. Ray. That is right. 

We also feel that section 19 of the proposed act, dealing with cor- 
rection of errors and mistakes, is a salutary improvement over the 
present act permitting correction of errors, typographical errors, 
clerical errors at any time. It is a sound improvement of the present 
act. What is a clerical error has been construed by the courts and 
has been restricted in its definition, and the proposed section will do 
a lot toward removing the confusion and the inequities which attach 
to the present law. 

In conclusion, we strongly urge the enactment of the Customs Sim 
plification Act of 1951 at the present session of Congress. Overhaul- 
ing and revision of our tariff laws has long been overdue. It is ex- 
tremely important for business to have a fairly exact knowledge of 
the costs of the products bought and sold by it, or of the materials 
entering into the products manufactured by it. 

The proposed act will permit importers to calculate their landed 
costs with some degree of certainty, and should expedite valuations at 
the customshouse. The proposed act will also eliminate the horror 
and injustice of having additional penal duties assessed for under- 
valuation and the inability to recover overpayments on entries, and 
will also remove a number of other minor annoyances and anachro- 
nisms inherent in the present tariff laws. 

Senator Kerr (presiding). All right, Mr. Ray. Thank you for 
your appearance and your testimony. 

Mr. Ray. Thank you. 

(The prepared statement of Mr. Ray is as follows :) 


STATEMENT OF JOHN C. Ray, CHATRMAN, IMPORT AND CUSTOMS COMMITTEE OF 
THE Derrorir Boarp OF COMMERCE, RE CUSTOMS SIMPLIFICATION Act oF 1951 
(H. R. 1535) 


The Detroit Board of Commerce, by appropriate resolution, favors the enaet- 
ment of the Customs Simplification Act of 1951 for the following reasons: 

The customs port of Detroit is a major port of entry and exportation, ranking 
fourth in the total amount of dollar volume of imports and exports. It has been 
the sad experience of importers at Detroit that there have been, under the 
present customs laws, delays and other annoyances of various sorts in the entry 
of merchandise. These cannot be attributed to the inefficiency and inapplication 
of the customs service, which at Detroit still has the same number of employees 
that it had in 1937, even though the dollar volume of business handled by the 
office has increased substantially in the interim, but are chargeable to the anti- 
quated complexities of the several provisions of the present Tariff Act of 1930, 
as amended. 

The most provoking delays and annoyances are those involving valuation of 
imported merchandise. Under the present law, it is not at all infrequent to be 
advised by the customs long after the imported merchandise has been sold at 
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what was considered a reasonable profit, that the entered dutiable value was 
advanced by the appraiser and additional duties are to be paid, which in some 
instances wipes out the profit. Such experience with the customs laws has 
prompted some importers in our area to give up importing which is to the detri- 
ment of the well-being of the world economy which we as a nation are endeavor- 
ing to foster. 

Although the proposed Customs Simplification Act contains numerous desirable 
amendments of the present Tariff Act, we shall limit our remarks to those sections 
of the proposed act which we feel are particularly important and constructive 
improvements over corresponding provisions of the present Tariff Act of 1930. 

Although section 13 of the Customs Simplification Act of 1951 will not com- 
pletely simplify valuation of importations, it should, however, remove one of the 
most serious obstacles to increase of international trade. Under the present law, 
on ad valorem duty importations the United States customs appraiser must 
determine and apply the higher of the foreign or export values, and if such are 
not available or determinable, then to apply the United States value of like or 
similar merchandise, and failing in this, then to apply a “cost of production” 
value. In some cases, notably chemicals, the American selling price is manda- 
torily applied in the first instance. To determine the higher of the foreign or 
export values under the existing laws makes for most of the delays in deter- 
mining the valuations of importations. It is not at all uncommon, under the 
present law, for the customs to take a year and much more to complete their 
determinations on value. This is caused by the cumbersome investigations 
which must be made in the exporting country by our Treasury attachés, 

During this period of investigation, the appraisement or valuation is with- 
held on all importations of like merchandise whose value is being investigated. 
The importer, during this period, in selling his merchandise at the entered valua 
tion, does so at his peril as he may find that his entered value is not accepted as 
the correct valuation but a different and higher valuation is applied by the 
appraiser. Oftentimes, where there have been considerable importations of an 
item, such advanced or increased valuation may result in substantial sums 
of money being demanded of the importer. Obviously, this is an unrealistic 
and unbusinesslike way of treating importations. There are cases where several 
years were required to complete value determinations under existing laws and 
the final demands and increased duties were ruinous to the importer. There 
are instances where the importer was no longer in business at the time the 
valuation was completed. 

The Customs Simplification Act of 1951 eliminates consideration of foreign 
value and makes export value the preferred method, if it can be determined. If 
export value cannot be ascertained, then the appraiser would endeavor to apply 
the defined “U. S. value” of like or similar merchandise. Failing in this, he 
would apply a “comparative value” which is the value of comparable merchandise 

from the same exporting country. Should the appraiser, however, be unable 
to determine either the “export value,” the “U. S. value,” or the “comparative 
value,” then he would apply the “constructed value” which is the equivalent of 
the present “cost of production value.” Elimination of foreign value and sub- 
stitution of export value as the preferred initial method of valuation, will make 
valuations more realistic and more readily ascertainable to importers, and cus- 
toms officials, and should speed up valuations. 

The “U, 8. value,” “comparative value,” and “constructed value” as defined in 
the proposed act, are substantial improvements over the present equivalent tariff 
provisions. The proposed valuations eliminate existing arbitrary or fictitious 
valuations and produce a method of valuation which is fair and equitable, based 
upon true values as near as can be determined. 

Section 17 of the proposed act dealing with amendment of entries and duties 
on undervaluation is a particularly good and constructive step toward im- 
proving international trade, and we wholeheartedly recommend its adoption. 
Under sections 489 and 508 of the present law, the importer must give the final 
appraised value at his peril, subjecting himself to an undervaluation duty if he 
fixes too low a figure, and if, to be on the safe side, he fixes it too high, he 
received no benefit from the final appraisement if it happens to be less than the 
entered value. The present law also provides an additional undervaluation duty 
of 1 percent of the final appraised value of the merchandise for each 1 percent 
that such final value exceeds the value as “entered” by the importer, and if the 
appraised value exceeds the entered value by more than 100 percent, the entry) 
will be considered presumptively fradulent and the merchandise is subject to 
seizure and forfeiture. The present section 489 with its complexities and the 
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heavy penalties and costs which can be incurred under it, has been a particular 
pugaboo to international trade. Under section 17 of the proposed act, this will 
be eliminated and importers who are cooperative with customs officials in mak- 
ing full disclosure of all particulars on entry, need no longer fear incurring ad- 
ditional penal duties because of undervaluation. Section 17 of the proposed 
act also repeals the present unfair provision that where the importer’s entered 
or declared value is higher than the final appraised value, the importer’s en- 
tered value, nevertheless, becomes the dutiable Saban This is tantamount to 
overpaying one’s income tax and not being able to recover such overpayment. 

Section 19 of the proposed act, dealing with correction of errors and mistakes. 
will permit customs officials to correct any mistake adverse to the importer if 
discovered within 1 year after entry. Under the present law, such correction 
can only be made when the situation is the result of a “clerical error.” Present 
interpretations of “clerical error” are too narrow. The inability of the customs 
service to correct patent mistakes or inadvertances with respect to entries, ap- 
praisements, liquidations, or other customs transactions, has on occasion caused 
importers in our area to complain bitterly over the unfair and harsh decisions 
that necessarily followed. The proposed change is replete with common sense 
and by all means should be adopted. 

In conclusion, we strongly urge the enactment of the Customs Simplification 
Act of 1951 at the present session of Congress. Overhauling and revision of 
our tariff laws has been long overdue. It is extremely important for business 
to have a fairly exact knowledge of the costs of the products bought and sold 
by it, or of the materials entering into. the products manufactured by it. The 
proposed act will permit importers to calculate their landed costs with some 
degree of certainty and should expedite valuations at the customshouse. The 
proposed act will also eliminate the horror and injustice of having additional 
penal duties assessed for undervaluation and inability to recover overpayments 
on entry, and will also remove a number of other minor annoyances and 
anachronisms inherent in the present tariff laws. 


RESOLUTION OF THE Derrott, MIcu., CHAMBER OF COMMERCI 
CUSTOMS SIMPLIFICATION ACT OF 1951 H. R. 1535 


“The Detroit Board of Commerce representing the many vast and diversified 
industries and businesses operating within the Detroit area whose connections 
and investments are extended throughout the world, has for the past several 
years been concerned with the cumbersome, complicated, and unnecessary United 
States customs regulations and restrictions. We believe they have created a 
needless hardship for United States importers and thereby had an adverse effect 
upon the United States exporters, consumers, and the employment of labor. 

“The board of directors of the Detroit Board of Commerce there nar respect- 
fully urge the adoption of the Customs Simplification Act of 1951, H. DON.” 

Adopted by the board of directors, April 21, 1952 

Respectfully submitted. 

Wituis H. HALL, Secretary. 
Senator Kerr. Mr. Tompkins? 
Mr. Tompkins. Y es, Sir. 
Senator Kerr. Sit right down, Mr. Tompkins. 


STATEMENT OF ALLERTON deCORMIS TOMPKINS, COMMITTEE ON 
TRADE BARRIERS, UNITED STATES COUNCIL, INTERNATIONAL 
CHAMBER OF COMMERCE 


Mr. Tompkins. My name is Allerton deCormis Tompkins, and be- 
fore this committee I represent the American segment of the Inter- 
national Chamber of Commerce, — as the Committee on Trade 
Barriers. United States Council of the International Chamber of 
Commerce. 

The United States Council isthe American affiliate of the ICC, there 
being throughout the world 30 national affiliates of this organization, 
which has its headquarters in Paris, France. 
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Basically, the ICC is an international spokesman of businessmen 


on world economic affairs. Its purpose is to be broadly representative: 


and to secure effective and constant action in improving world eco- 
nomic conditions. 

We are very much in favor of the proposed legislation, H. R. 5505, 
which, if enacted into law, will materially decrease some of the admin- 
istrative barriers that have plagued the United States import trade 
since the Tariff Act of 1930 was enacted many years ago. This pro- 
posed legislation is, however, only a small step in the 1 ight direction, 
as there are in addition many unnecessary administrative barriers that 
remain on the statute books, which needlessly harass international 
traders. 

Senator Kerr. Would you say that the purport of your testimony 
is that these barriers harass the traders or impede the trade 

Mr. Tompxiy. Both, Mr. Chairman. 

Senator Kerr. Well, 1 think there would be some difference. Go 
ahead. 

Mr. Tompkins. I have filed with your committee a mimeographed 
statement, which I request be placed in the record. 

Senator Kerr. It will be put into the record. Is that with your 
suggested revisions to section 134 

Mr. Tompkins. Yes, that is true. I have prepared two statements. 
One is a brief summary of what I would like to say before the com- 
mittee, and the other is a mimeographed statement that relates specifi- 
cally to section 13. 

Senator Kerr. All right. 

Mr. Tomerxin. Before going on to section 13, I would like to mention 
one or two points, bearing in mind that we are greatly in favor of this 
act, and request its adoption. 

We do think that there are some minor important amendments 
that should be made in order to avoid unnecessary complications at 
a later date. 

Briefly, the six points which we would like to have considered in 
addition to section 13 are: 

Point No. 1, we urge that you do not deny to an importer the right 
to amend his entry. The importer should be permitted to amend ‘his 
entry if he wants to do so. This point relates to section 17 (a) of the 
proposed bill. 

Senator Kerr. Have you prepared a suggested wording for tbe 
amendments you seek / 

Mr. Tomekrns. I have discussed the matter with other people who 
are appearing before this committee, and I have not attempted to 
enlarge upon the statements that they have made and are making 
to vou. 

Senator Kerr. Will you or they, or have they, submitted suggested 
language ? 

Mr. Tompkins. Yes; they will. 

Senator Kerr. All right. 

Mr. oe. These points that I am covering now, these six 
points are being taken up by other people who have appeared or are 
appearing before you, and I just want to lend my support to their 
pro} soul 
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Point No. 2, in section 17 (a), we urge that the payment of increased 
regular duties deriving from increa ised appraised values be made a 
condition precedent to an appeal to reappraisement. 

Thus, an importer should be required to pl ice on file the additional 
duties that may be due by reason of an increased value, so that all 
parties will be protected at a later date, and a liability will not accrue 
many years in the future at a time when the importer may well have 
gone out of business. 

Point No. 3, in section 17 (b), we take the position that the pro- 
posed cure is even worse than the existing difficulty. The law as it is 
now worded, section 489, works a tremendous hardship on importers, 
and we heartily endorse its elimination. At the same time, we feel 
that the proposed revision is even worse. It is unnecessary ; it is quite 
vicious, and it creates fraud temptation. In addition, it should have 
a ceiling, as the present law does. 

To illustrate: It is impossible from a practical standpoint for a large 
importer of a great variety of items who imports merchandise through 
many United States ports to supply the appraiser at each and every 
port with all of his foreign correspondence bearing upon price negotia- 
tions and price changes. Particularly is this true in large department 
stores where buyers do not even disclose to their import department 
all of the correspondence, particularly on items that they do not pur- 
chase. Now, if those department stores have to furnish the appraisers 
at every port where they make entries with all of this correspondence, 
it is just impossible. Now, carrying that one step further, the pro- 
posed law says that if an importer does not make available all of that 
correspondence to each appraiser there will be penalties automatically. 
As a result, this section seems to be a dangerous tempt ition to ap- 
praisers who can be persuaded to shut their eyes to this pernicious 
and unnecessary law. 

Moreover, a penalty already exists under the present law, undet 
section 592, which is not involved in this bill, H. R. 5505. 

This section 592 provides penalties for the willful failure to produce 
information. Thus, the proposed section 17 (b) will merely make 
another penalty for an act already covered by an existing penalty, o1 
two separate a. ies for the same wrong. 

Point No. 4, in section 17 (c), we urge that you delete the require- 
ment that an deus set forth a “substantial reason” for requesting 
a notice of appr alsement. 

Point No. 5, we also urge, as did the previous witness, that a time 
limit of 120 days or some specific limitation be placed upon the ap- 
praiser in making his appraisement under section 500 (a) of the Tariff 
Act. 

Now, I believe one of the most feasible methods of doing this would 
be to have the law worded, as one of the witnesses who has not yet 
appeared before you is proposing, so that where the appraiser does not 
make his return within 120 days the importer can go to court and ob 
tain a show-cause order as to why the appraiser does not make his 
return. In other words, if the appraiser has a good reason, it will 
appear in court, and if the importer knows of the good reason he will 
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not bring action. There should be some authorized procedure under 
which an importer can compel an appraiser to act, especially where 
there has been an arbitrary delay, nd unfortuntely those delays some- 
times occur and create great difficulties. 

The last point No. 6, in section 20 relating to the conversion of cur- 
rency, we feel that the proposed section in satisfactory insofar as it 
goes, but that there should be an additional provision, as contained in 
the present law, under which the daily buying rates will be used where 
ever the daily buying rates vary by more than 5 percent from the 
values, the par values, as determined by the International Monetary 
Fund. 

In other words, one should ordinarily use the rates of conversion 
as determined by the International Monetary Fund unless those rates 
do not effectively reflect commercial transactions, and that occurs when 
the daily buying rates are different by more than 5 percent. We feel 
that with that limitation, which is being argued by another witness 
before you, that section 20 would be quite satisfactory. 

Now, I have distributed to you this second mimeographed sheet, 
entitled “Suggested Revisions to Section 13.” 

Senator Kerr. That already has been placed in the record Mr. 
Tompkins. 

Mr. Tomrkins. Thank you. I would like to point out just three 
items that I feel are of particular importance there. 

On my third footnote, it frequently happens that there are numer- 
ous values for an article. The price may be a dollar to some people, a 
dollar ten to other people, and a dollar twenty-five to still others, and 
yet they are all wholesale transactions falling within the wording of 
the statute any one of which coud be used as a basis for a dutiable 
value. 

Now, we believe that you should authorize the appraiser to accept 
the sales price that is usually used, and not leave it to his discretion to 
accept any wholesale price he wants to.- The thing should be more 
closely defined so that the appraiser would accept the “usual” price. 

In point No. 11 of my footnotes—and this, I believe, is the most 
important defect that is envisaged in the present law—under the 
definition for “freely sold or offered for sale” the proposed statute 
requires that the price to “all purchasers” be considered. Now, the 
courts have interpreted that wording to mean that if the exporters do 
not offer the merchandise to everybody but confine their sales to certain 
buyers only, that you cannot consider the prices to such selected buyers. 

By using the same language “all purchasers” this hardship will be 
continued. To illustrate: The law as now interpreted prevents duti- 
able values being used where the merchandise is offered only to whole- 
salers. Under the present. law, where the exporter sells merchandise 
only to wholesalers, you cannot use the prices to such wholesalers be- 
cause the courts say he does not offer that merchandise to all purchas- 
ers; he does not offer them to retailers or to consumers. The present 
law is impractical, and this proposal as now made will carry on that 
creat hardship. 

In this same respect, I think that the only limitation upon the pur- 
chasers should be to exclude those who are not financially independent 
of the sellers. In other words, you should consider the prices to all 
purchaser-importers who are not subsidiaries of the exporters, or vice 
versa. Where there is a family relationship or what I call a financial 
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relationship, I concede that it would be bad to rely upon the prices 
involved; but where there is no tie-in between the exporter and the 
importer, the customs official should be permitted to use the prices 
involved in such sales. 

Senator Kerr. You mean where there is freedom of bargaining 
position between the two—— 

Mr. Tompkins. Exactly. 

Senator Kerr (continuing). That the price used should be that 
generally available, I believe you say here, to those of a particular 
class who want to buy. 

Mr. Tompkins. Exactly. 

Now, the last point I want to bring up under valuation, is my foot- 
note No, 12 on the question of similarity. I think my footnote covers it 
with appropriate illustrations, but I do feel that the definition of 
the term “similar merchandise” should be clarified so that some regard 
shall be given to similarity in quality of workmanship and in construe- 
tion, otherwise you will have most unreasonable results. 

I might further state that I have made some study of the dutiable- 
value laws of the United States as well as of foreign governments, and 
I am very much in sympathy, on the whole, with the section 13. I 
think it will go a long way toward resolving many of the complica- 
tions. These | suggestions T have made are somewhat technical and 
relate primarily to omissions that should be put in there. 

In conclusion, we urge the passage of H. R. 5505. It contains many 
extremely helpful measures to reduce unnecessary administrative bar- 
riers in customs fields. 

At the same time, we also request that you carefully examine into 
and favorably act on the suggestions as contained in the mimeographed 
arguments that have been submitted to your committee. 

Thank you. 

Senator Kerr. All right, Mr. Tompkins, we thank you for your 
appearance and your statement. 

(The statement by Mr. Tompkins, together with his suggested 
visions referred to, is as follows :) 


STATEMENT BY ALLERTON DEC, TOMPKINS, REPRESENTING THE COMMITTEE ON 
TRADE BARRIERS, UNITED STATES COUNCIL, INTERNATIONAL CHAMBER OF CoM- 
MERCER, New York, N. Y., IN CONNECTION WirH H. R. 5505 


My name is Allerton deCormis Tompkins, 44 Whitehall Street, New York. I 
am an attorney specializing in customs law. Before this committee I represent 
the American segment of the International Chamber of Commerce, known as 
Committee on Trade Barriers of the United States Council, International Cham- 
ber of Commerce. 

The United States council is the American affiliate of the International 
Chamber of Commerce, there being throughout the world 30 national affiliates 
of the International Chamber of Commerce which has its headquarters in Paris, 
France. 

The International Chamber of Commerce was organized in 1919 following 
World War I. It is un international spokesman of businessmen on world eco- 
nomie affairs. In the International Chamber of Commerce manufacturers, bank- 
ers, industrialists, merchants, and traders pool their views and information and 
forge a common policy. Basically the International Chamber of Commerce's 
purpose is to be broadly representative and to secure effective and constant action 
in improving world economic conditions. 

The United States council is a fact-finding group hoping to shed new light on 
vital questions in fields affecting international economic relations. 
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Our committees, composed of businessmen, economists, and experts from all 
walks of economic and business activities, deal with policy questions as well as 
with technical problems. 

By making this information available we hoped to serve the welfare of free 
people everywhere in the quest for security and well-being. 

The International Chamber of Commerce is very much in favor of the pro- 
posed legislation, H. R. 5505, which, if enacted into law, will materially decrease 
some of the administrative barriers that have plagued the United States import 
trade since the Tariff Act of 1930 was enacted many years ago. This proposed 
legislation is, however, only a small step in the right direction, as there are many 
additional unnecessary administrative barriers that still remain on the statute 
books to harass needlessly international traders. 

First, let me say with considerable emphasis that my committee enthusiasti- 
cally welcomes and favors this bill, and we pray that your committee will act 
favorably thereon. At the same time we find that certain specific items now 
contained in this proposed legislation really demand clarification or slight re- 
visions. Unless these specifie items are clarified, it appears this bill may create 
new trade barriers contrary to its avowed purpose. 

It so happens that I have made a study of the dutiable value laws of this 
country, as well as those of other countries. I would like to take this opportunity 
of addressing myself primarily to certain technical defects that now exist in 
section 183 which can and should be corrected to facilitate its smooth operation. 

Before going into the technical points of the pending bill, my committee requests 
that you carefully study and act favorably upon the following six points of 
revision that have already been called to your attention by other witnesses who 
are appearing or who have already testified before you: 

1. In section 17 (a) we urge that you do not deny to an importer the right to 
amend his entry prior to appraisement. An importer should be permitted 
to amend before the appraiser acts if he finds that his entry figures are erroneous. 

2. Under this same section 17 (a) we urge that the payment of the increased 
regular duties deriving from increased appraised values, be made a condition 
precedent to an appeal to reappraisement; thus placing the same safeguards on 
reappraisement action as are now enforced on protest action under section 515 
of the tariff act. However, an importer should not be required to pay either 
penalties or section 489 additional duties as a prerequisite to a reappraisement 
appeal, or until there has been a final determination of the dutiable value. 

3. In section 17 (b), we are convinced that the proposed cure is much worse 
than the existing disease. While we heartily endorse the elimination of sec- 
tion 489 as now contained in the Tariff Act of 1930, the proposed new successor 
is an abomination. A penalty already exists in section 592 of the tariff act for 
the willful failure to produce information required by customs officers. The 
proposed section 17 (b) not only would increase the dictatorial power of cus- 
toms officials, but it would also make another penalty for an act already covered 
by an existing penalty; two separate penalties for the same wrong. 

4. In section 17 (c), we urge that you delete the requirement that an importer 
must set forth a “substantial reason” for requesting a notice of appraisement. 
Customs officers should not be made judges of whether or not a request meets 
with their thoughts of a substantia] reason. 

5. We also urge that a time limit of 120 days be placed upon the appraiser 
in making his appraisement under section 500 (a) of the tariff act. Wherever 
an appraisement is not completed within 120 days an importer should have the 
right to bring legal action in the United States Customs Court against the ap- 
praiser to show cause why the entered values should not be accepted. The pres- 
ent unnecessary and unwarranted appraisement delays of innumerable years 
cause extreme hardships to foreign traders. 

6. In section 20, we urge that this section be modified so as to avoid the 
necessity of using par values of the International Monetary Fund in any instance 
where such par values differ to a marked degree from the commercial buying 
rates. Thus, such a par value by International Monetary Fund should be used 
except where such a par value varies by more than 5 percent from the daily buy- 
ing rate as determined by the Federal Reserve Bank of New York. Where the 
variance is more than 5 percent, then the daily rate of the Federal Reserve bank 
should be used. 

Now in addition to the foregoing six points of revision I would like to call your 
attention to a number of technical suggestions in section 13, the dutiable-value 
provisions. Many of the following suggestions appear to be inadvertent over- 
sights, but I feel that they are extremely important and should not be overlooked ; 
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otherwise, unnecessary hardships are bound to arise. To clarify my suggestions, 
I have prepared and distributed to you a mimeographed statement which is self- 
explanatory. 

In conclusion, I repeat that we urge the passage of H. R. 5505, as it contains 
many extremely helpful measures to reduce unnecessary customs administrative 
barriers. At the same time we respectfully request that you carefully examine 
into and act favorably upon all of the foregoing suggested corrections or revisions. 


SUGGESTED REVISIONS TO SECTION 13 (Sec. 402 or TArirr Act) H. R. 5505 
(By Allerton deC. Tompkins) 


(a) Basis.—Except as otherwise specifically provided for, the value of im- 
ported merchandise for the purposes of this Act shall be 

(1) the export value; 

(2) if the export value cannot be ascertained satisfactorily, then the 
United States value; 

(3) if neither the export value nor the United States value can be ascer- 
tuined satisfactorily, then the comparative value; 

(4) if neither the export value, the United States value, nor the com- 
parative value can be ascertained satisfactorily, then the constructed value ; 
or 

(5) in the case of an article with respect to which there is in effect under 
section 336 a rate of duty based upon the American selling price of a domes 
tic article, then the American selling price of such domestic article 

Wherever the appraised value differs from the entered value, the appraiser 
shall specify the basis of value used by him. 

(b) Export Vatur.—The export value ef imported merchandise shall be [the 
market value or]? the usual*® price, at the time of exportation of the United 
States of the merchandise undergoing appraisement, at which such or similar 
merchandise is freely sold or offered for sale in the principal markets of the 
country of exportation, in the usual wholesale quantities and in the ordinary 
course of trade, for exportation to the United States, plus, when not included 
in such price, the cost of all containers and coverings of whatever nature and 
all other charges and expenses incidental to placing the merchandise in condi- 
tion, packed ready for shipment to the United States. 

(ec) UNITED States VaALuE.—The United States value of imported merchandise 
shall be the usual” price, at the time of exportation to the United States of 
the merchandise undergoing appraisement; at which such or similar imported * 
merchandise is freely sold or offered for sale in the principal market of the United 
States for domestic consumption, packed ready for delivery, in the usual whole- 
sale quantities and in the ordinary course of trade, with allowances made for 

(1) any commission paid or agreed to be paid on merchandise secured 
otherwise than by purchase; or, on merchandise secured by purchase or 
agreement to purchase, the addition for profit and general expenses usually 
made by sellers in such market on imported merchandise of the same class 
or kind as the merchandise undergoing appraisement ; 

(2) the usual costs of transportation and insurance and other usual 
charges and* expenses from the place of shipment to the place of delivery, 


1The customs courts have held that since Congress has not indicated that the appraiser 
should specifv his valuation bases, he is under no obligation to inform the importer about 
this fact. This lack of information places a severe and unnecessary hardship upon 
importer who tries to ascertain the accuracy of an advanced appraised valu 

*“The market value” is not similarly inserted in the definition of ‘“‘United States value” 


(sec. 402 (¢)) These words are unnecessary and add no additional points not already 
overed by the definition. If these words are left in the definition, then they should be 
Similarly inserted in the definition of “United States value.’ Otherwis mM erroneous 
significance may be drawn by the courts from the difference between the two definitions 

It is rare indeed that merchandise is freely sold to every purchaser in usual wholesale 
juantities at the same price Usuailyv there is a sliding scale of discounts dependent upon 
various factors peculiar to each trade, thus permitting wide differences of opinion, and 
frequent conflicts, about the proper price to be used. This source of complaint and cor 
flict can be avoided by the selection of the most equitable price. viz—the usual price 

‘The term “imported” is now contained in the definition of “United States value” in 
the Tariff Act of 1930 If this term is omitted, the courts may draw some erroneous 
significance therefrom While under the definition of “such and similar merchandise’ 
(see. (h) (4) H. R. 5505) there is an implication that the merchandise must be imported 






this important factor should not be left te 

Sif the words “charges and expenses” are found necessary as an important factor in 
omputing constructed value (sec. (e) (3) H. R. 5505), then, to avoid erroneous inferences 
‘Similar phraseology should be inserted in sec. (¢) (2) 
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not including any charges and°® expense provided for in (1); and 

(8) the ordinary customs duties and Federal taxes estimated to be pay- 
able on such or similar merchandise by reason of its importation or for 
which vendors at wholesale in the United States are ordinarily liable. 

If such or similar merchandise was not so sold or offered at the time of expor- 
tation of the merchandise undergoing appraisement, the United States value 
shall be ascertained or estimated, subject to the foregoing specifications of this 
subsection, from the price at which such or similar imported* merchandise is 
freely sold or offered for sale in the usual wholesale quantities and in the ordinary 
course of trade® at the earliest date after such time of exportation but before the 
expiration of ninety days after the importation of the merchandise undergoing 
appraisement. 

(d) COMPARATIVE VALUE.—The comparative value of imported merchandise 
shall be the equivalent of the export value as nearly as such equivalent may be 
ascertained or estimated on the basis of the export or United States value at th: 
time of exportation to the United States of the merchandise undergoing appraise 
ment * of other merchandise from the same country which is comparable in con 
struction and use with the merchandise undergoing appraisement, with appro- 
priate adjustments for differences in size, material, construction, texture, or 
other differences, plus (after deducting any added container or covering costs 
and shipping charges and expenses in connection with the value of the comparabl 
merchandise) the cost of all containers and coverings of whatever nature and 
all other charges and erpenses incidental to placing the merchandise in condétion, 
packed ready for shipment to the United States’ 

(e) CONSTRUCTED VALUE.—The constructed value of imported merchandise 
shall be the sum of— 

(1) the cost of materials and of fabrication and other processing of any) 
kind employed in producing such or similar merchandise, at a time preceding 
the date of exportation of the merchandise undergoing appraisement which 
wou'd ordinarily permit the production of that particular merchandise in 
the ordinary course of business ; 

(2) an addition for general expenses and profit equal to that which pro 
ducers in the country of production whose products are exported to the 
United States usually add in sales, in the usual wholesale quantities and 
in the ordinary course of trade, of merchandise of the same general class 
or kind as the merchandise undergoing appraisement: and in the absence 
of evidence showing the additions by such oiher producers for general er 
penses and profit, the usual additions for general expenses and profit made 
by the producer of the merchandise undergoing appraisement in sales of 
merchandise of the same general class or kind, in the usual wholesale quan 
tities and in the ordinary course of trade, may be added; and* 

(3) the cost of all containers and coverings of whatever nature, and all 
other charges and expenses incidental to placing the merchandise undergoing 
appraisement in condition, packed ready for shipment to the United States 

(f) AMERICAN SELLING Price.—The American selling price of any articl 
manufactured or produced in the United States shall be the price, including the 
cost of all containers and coverings of whatever nature and all other charges 
and expenses incident to placing the merchandise in condition packed ready for 
delivery, at which such article is freely sold or offered for sale for domestic 
consumption in the principal market of the United States, in the ordinary course 
of trade and in the usual wholesale quantities, or the price that the manufac 
turer, producer or owner would have received or was willing to receive for such 
merchantise when sold for domestic consumption in the ordinary course of 
trade and in the usual wholesale quantities, at the time of exportation of the 
imported article. 


®*The present wording would permit fictitious and irregular prices to be used, without 
regard to whether or not such prices were fair, reasonable, or representative of ordinary 
trade conditions. The ommission of the suggested wording is apparently an oversight. 

7 The ommission of a specified time is apparently an oversight. Unless a definite time 
is mentioned, any price, quite different from a reasonably fair current price, can be used, 
even though in effect only after importation or long prior to exportation, resulting in the 
stimulation of wide conflicts and much confusion. Every other valuation basis in H. R 
5505 has a specified date criterion. 

* The ommission of packing as a part of the comparative value is apparently an over 
Sight. Every other valuation basis in H. R. 5505 includes actual packing costs as an 
addition to the unit value. 

*It is frequently impossible for customs officers and importers to obtain cost of produce 
tion data from disinterested competitor foreign manufacturers. Appraisers and the courts 
are frequently faced with this troublesome deficiency of evidence, resulting in conjectur: 
and confusion that can and should be avoided. 
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(g) Taxes.—The value of imported merchandise ascertained or estimated in 
accordance with this section shall not include the amount of any internal tax, 
applicable within the country of origin or exportation, from which the merchan 
dise undergoing appraisement has been exempted or has been or will be relieved 
by means of refund. 

; (h) DEFINITIONS.—AS used in this section, the following terms shall have the 
meanings respectively indicated : 

(1) “Freely sold or offered for sale’—sold or offered for sale” to Call)” 
purchasers at wholesale who are financially independent of the seller,” with 
out restrictions as to the disposition or use of the merchandise by the 
purchaser, except restrictions as to such disposition or use which (A) are 
imposed or required by law, or (B) limit the price at which or the territory 
in which the merchandise may be resold, or (C) do not substantially affect 
the value of the merchandise to usual purchasers at wholesale. 

(2) “Ordinary course of trade’—the conditions and practices which, for 
a reasonable time prior to the exportation of the merchandise undergoing 
appraisement, have been normal in the trade under consideration with 
respect to merchandise of the same class or kind as the merchandise 
undergoing appraisement. 

(3) “Purchasers at wholesale’—purchasers who buy in the usual whole- 
sale quantities for industrial use or for resale otherwise than at retail; or, 
if there are no such purchasers, then (all)" other purchasers for resale who 
buy in the usual wholesale quantities; or, if there are no purehasers in 
either of the foregoing categories, then all other purchasers who buy in the 
usual wholesale quantities. 

(4) “Such or similar merchandise’—the merchandise undergoing ap 
praisement shall be considered “such” merchandise, and other merchandise 
shall be considered “such” merchandise ii 

(A) it is identical in physical characteristics and in quality of work 
manship and construction” and was produced in the same country by 
the same person, or 

(B) when no value meeting the requirements of the definition of value 
under consideration can be ascertained or estimated under (A), the 
merchandise is identical in physical characteristics and in quality of 
workmanship and construction” and was produced by another person 
in the same country. 


“ The omission of the words “for sale” is appsrently an oversight Unless these words 
are added, offerings that are not made in connection with pecuniary sales involving passage 
of title will have to be considered, such as loans, barters, consignments, et¢ 

"A seller rarely wants to sell to everybody, vet the customs courts now insist that 
dutiable values cannot be based on situations where the seller selects his buyers, or s®lls 
only to wholesalers or only to a particular class of purchasers. See Pan American Lumber 
Co. Vv. United States (Reap. Decis. 8018, decided June 15, 1951), and authorities therein 
cited, wherein it is stated 

“The expression ‘all purchasers’ does not mean the members of some association only 
or 99 per centum of the purchasers, or those of a particular class, but all who care to buy.’ 

The above interpretation of the term “all purchasers,” as now enforced, imposes im 
possible situations and great confusion. <A readoption by Congress of this phraseology 
will only confirm and add emphasis to this unfortunate interpretation Almost every 
progressive foreign seller who desires to promote the sale of his product in the United 
States will appoint one or more United States representatives to promote the sale of the 
foreign product. That is the way foreign business is now primarily conducted If all 


Sales to such promoters and primary purchasers are cancelled for dutiable valuation pur 
poses, as the present wording of Hl. R. 5505 now requires, then the prop sed valuation 
changes in H. R. 5505 will leave intact one of the primary causes of complaint This is 


the most important defect in the proposed valuation revisions 

The sales prices involved in all legitimate sales between buyers and sellers who do not 
own or control one another (the United States importer is a subsidiary of the foreign parent 
seller, or vice versa) should be accepted as a reference for valuation purposes. Any pos 
sible collusion between buyer and seller to manipulate invoice prices for the purpose of 
concealing actual sales prices is already covered by the penalty and forfeiture provisions 
(See sec. 592 of Tariff Act of 1950.) 

“Two articles may have the same physical characteristics but have vastly different 
values due to quality factors such as differences in workmanship or in construction. For 
instance, relative to workmanship, a statue produced by an art student will have the same 
physical characteristics as that by a well-known artist portraying the same subject matter 
but the value of the former will bear no relation to the value cf the latter. Relative to 
similarity in quality of construction, Vice Adm. Charles W. Fox pointed out this difference 
very nicely when testifying on March 3. 1952, before the House Armed Services Committee 
He there produced two steel bearings that looked exactly alike, but cne cost only 43 cents 
and the other cost $4.38 because it was a precision bearing requiring exact tooling for 
use in a gyrocompass. 
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Merchandise shall be considered “similar” to the merchandise undergoing 
appraisement if it is not within the foregoing definition of “such” merchandise 
but— 

(C) it was produced in the same country as the merchandise undergoing 
appraisement, by the same person, of like materials, is used for the same 
purpose, and is of approximately equal commercial value, or 

(D) when no value meeting the requirements of the definition of value 
under consideration can be ascertained or estimated under (C), the mer- 
chandise is correspondingly similar and was produced by another person in 
the same country. 

(5) “Usual wholesale quantities’”—the quantities usually sold in the class 
of transactions in which the greater aggregate quantity of the “such or similar 
merchandise,” in respect of which value is being ascertained or estimated, is 
sold in the market under consideration. 


Senator Kerr. Mr. Bennett, have a seat, sir 


STATEMENT OF FRED BENNETT, CHAIRMAN, IMPORT AND CUSTOMS 
COMMITTEE, COMMERCE AND INDUSTRY ASSOCIATION OF NEW 
YORK, INC. 


Mr. Bennerr. My name is Fred Bennett. I appear as chairman 
of the customs and import committee of the Commerce and Industry 
Association of New York, Inc., an organization which includes in 
its membership more than a thousand firms directly interested in the 
importation of merchandise from abroad, and others directly associa- 
ted with foreign trade in the field of transportation, banking and 
insurance. 

Our association has for a long time been making efforts in coopera- 
tion with administration officials to find ways and means whereby the 
present procedures in the handling of import questions could be sim- 
plified. 

We have recognized, as the Treasury Department has now recog- 
nized in this bill, that it is necessary to amend the present law in order 
to secure the needed authority to bring merchandise into this country 
under a modern and simplified proc edure. 

We, in principle, approve section 13 of the present bill which relates 
to the question of value. Incidentally, we are confining our remarks, 
Mr. Chairman, to three sections of the bill: Section 13, which relates 
to value, section 17 which relates to amendments and undervalua- 
tion, and section 20 which relates to currency. 

Section 15 removes from the present law the basis of value known 
as foreign value, which has been a very cumbersome basis upon which 
to find a value for Customs purposes. 

[ am not going to deal, with your permission, Mr. Chairman, with 
the various suggestions that we have to make in respect of value, be- 
cause they are changes in language intended to further the purpose 
of the Treasury Department, to clarify and simplify the law, and we 
ask permission to file these suggested changes in language with the 
committee, for the consideration of the committee and the Treasury 
Department. 

Senator Kerr. They may be received. 

Mr. Bennerr. Thank you, sir. 

The section relating to currency bothers us somewhat because of the 


provision which indicates that the basis for the first determination of 


the conversion rate shall be the International Monetary Fund. 
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Currency is one of the three important factors in the determination 


of duty. The three factors are the rate of duty, the value, and the con- 
version of currency. 


Obviously, a conversion rate may very radically 
change the basis of duty for any importation. 

We would prefer that the ‘determination of the conversion rate 
be made by the Federal Reserve Board, based upon commercial trans- 
actions. W e think that is more realistic of commercial transactions 
and more realistic of the economic situation at the time of the im- 
portation, 

The Treasury Department apparently would like to use the inter- 
national monetary fund rates because it would eliminate the use of 
a number of small fraction rates published by the Federal Reserve 
soard, as of necessity. We see no objection to using the international 
monetary fund rate as a guide or as a bench post, as Mr. Graham 
said the other day at the hearing, but we feel that the fundamental 
basis of the determinaton of the rate should be the Federal Reserve 
Board, and our reason for that is, in theory and prince iple, that the 
Tariff Act is a domestic statute, and that the participation of any 
other country in the determination of any part of that tariff 
us, an obnoxious feature. 

We realize that by reversing it and taking the Federal Reserve 
Board rate and using the international monet: ivy fund as a check, 
brings about the same result in practice, but in principle, the basic 
rate is fixed by one of our own agencies in the United States, and 
we think that is where it belongs, and we would like to submit that 
for your consideration. 

Section 17, which relates to the amendment of entries and under- 
valuation has already been touched on by Mr. Tompkins, by Mr. Ray, 
and it has been explained that the present law provides for an auto- 
matic penalty. 


The proposed measure would eliminate the automatic penalty. 


and drastically 


Is. to 


That is a good feature, but in making a substitution the Treasury 


Department seems to us to have made some errors in the method of 

determination as to when undervaluation of duties shall be assessed. 
On page 28 of the proposed bill it reads: 

if the consignee shall have failed to furnish the appraiser, before that officer 

has signed his report of value to the collector, all information required by 


customs officers which is relevant to the value of the merchandise and available 


to him at the time of entry or within a reasonable time thereafter, and all such 
information that is so available to the person, if at 

and so forth—we think that the provision may lead to confusion, and 
certainly to uncertainty as to the attitude of customs officers. 

We speak of “all” information, we speak of “required” and we speak 
of “customs officers.” 

The port of New York is a place where we have a very large num- 
ber of customs officers, many of whom may in some direct or indirect 
wav have something to do with the valuation of merchandise. How 
they shall require the information is not specified nor is it specified 
that the Treasury Department. shall Renesas regulations as to 
how the information is to be required, whether by questionnaire,-by 
oral questions, by any other form. 

Furthermore, it speaks of “all” information, which may mean a 
catch-all questionnaire or a catch-all form, which would leave the 
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importer in a position that anytime that he may innocently omit some 
information and that a particular customs officer, undesignated by 
law, may report that particular importation subject to undervalua- 
tion duties. 

We think that the substitute should be eliminated from the bill 
altogether because other provisions of the law take care of the situa- 
tion where an importer enters his merchandise irregularly, but if 
the Treasury Department, for administrative purposes, feels that 
some provision for additional duties should be in the law, then we 
urge upon the committee to place that provision in such language that 
there can never be a doubt as to the definiteness with which an im- 
porter conducts his business with the United States Government or 
the Government conducts its business with the United States citizen. 

The present bill also, as Mr. Tompkins pointed out, deprives the 
importer of his right to amend. It establishes a procedure whereby 
if the value is to be changed, that the customs officer will change the 

value and, in effect, he will amend the entry. 

The purpose of that is to eliminate a great deal of present work of 
amendment on the part of importers, and to that we have no objec- 
tion, but we do not think that by giving the right of amendment to 
the Government—so-called amendment to the Government—that the 
right should be taken from the importer when he feels that he wants 
to make an affirmative declaration of a change of his original value, 
just the same as in the case of the income tax, if he has made a mis- 
statement in his income tax he has a right within a reasonable time 
to change it. 

Senator Kerr. Illustrate for me an example of where he would 
want to amend his declaration of value. 

Mr. Bennerr. Well, an importation will arrive today with docu- 
ments from abroad which will show the price at which he bought the 
goods and will not show on those papers the price at which that manu- 
facturer or other manufacturers in the country of exportation are of- 
fering the same kind of goods to other importers. 

The price, for value purposes, is the price offered on the day of ex- 
portation, not the date of purchase. That information may come to 
him 2, 3, or 6 days after he has had his original papers. He has al- 
ready made his entry because he wants his merchandise. So, with this 
additional information, which will show that his value was erroneous, 
he wants to correct that and make an affirmative declaration of what 
he beHeves to be the proper value for dutiable purposes. 

Under the present law he can make that amendment. That particu- 
lar value might be submitted to the appraiser, and the appraiser would 
not be agreeable to stating that value as his appraised value. 

It is to these three sections, Mr. Chairman and members, that we 
direct our particular comments. The bill.has very many features of 
merit; there are other parts of the customs laws which should be sub- 
ject to consideration at this time or some other time, but these three 
items are the essence of the bill, and I have pointed out that the valua- 
tion section is in the main a very definite improvement of the present 
law, with some of the language changes that we have offered. 

The currency question is a matter of principle or theory, as to 
where should be the basis of determination of the rate. But on the 
question of amendment and the question of the imposition of addi- 
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tional duties, we think there the proposed law needs a very definite 
reconsideration on the part of the draftsman. 

Senator Kerr. And you have provided the language which you 
think should be used? 

Mr. Bennett. I have not, Senator, but if you would like something 
offered in that way, I would be glad to try it. 

Senator Kerr. I think it would be well. 

(The information referred to follows :) 

Mr. Bennett. I think that, Senator, is the substance of my remarks. 

Senator Kerr. All right, sir. 

Mr. Bennerr. Thank you very much. 

(The prepared statement of Mr. Bennett is as follows:) 


STATEMENT PRESENTED BY FRED BENNETT, CHAIRMAN, IMPORT AND CUSTOMS 
COMMITTEE OF THE COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, INC. 


CUSTOMS SIMPLIFICATION ACT (H. R, 5505) 


The Commerce and Industry Association of New York, Inc., established in 
1897 as the Merchants’ Association, is recognized as the chamber of commerce 
for the New York metropolitan area. Included within its membership there are 
approximately 1,000 firms directly interested in the importation of merchandise 
from abroad, and others directly associated with foreign trude in the fields 
if transportation, banking, and insurance. This association, therefore, has 
been very closely identified with foreign trade in all of its phases. 

The association feels that now more than ever in the history of the United 
States our economic relations with other countries are of vital importance in the 
interest of world peace. With this in view, the association has worked con- 
sistently in the furtherance of cordial commercial relationships with those with 
whom we are engaged in international trade. Much depends, in connection with 
the importation of foreign goods, upon the methods of clearance of such mer- 
chandise upon its arrival in the United States; they should be as simple as 
practicable consistent with the purposes of our tariff structure. The associa- 
tion, through its import and customs committee, has cooperated with representa- 
tives of our Government on programs of simplification of procedure, but further 
progress in this direction depends upon a change in the present law. 

Our committee has made a number of recommendations of changes in the 
rariff Act of 1930 to bring about this objective. These have been presented 
to various Members of Congress and have been discussed with Government 
officials. Some of our proposals have been incorporated in H. R. 5505, the bill 
which is now before your committee for consideration. But these propsals, 
as written into the present bill and in the absence of other provisions which 
should be included, prevent this measure from fully meeting the desired object 
of simplification of customs procedure. 

Nevertheless, the need for some of the changes which are intended to be 
effected by the present measure is of such immediate importance that the 
pasage of this bill should not be unduly delayed by attempting to broaden its 
present scope. We hope that Congress at some early date will give study 
toa plan for a complete review of our Customs laws. 

H. R. 5505 contains three sections which are of the essence of the measure 
insofar as they affect generally imports into the United States, and it is to 
these three sections that we confine our comments. The three sections are: 

Section 13. Value. 
Section 17. Amendment of entries and duties on undervaluation. 
Section 20. Conversion of currency. 

They should be retained in the bill but modified in language (a) to insure no 
deprivation of the substantial rights of importers, and (b) to meet adequately 
the administrative difficulties they are intended to eliminate. 


SECTION 15. VALUE 
The difficulties in the determination of the value upon which ad valorem duties 


ure assessed under the existing law (a) have caused foreign manufacturers and 
importers to refrain from entering foreign goods in this market because of the 
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uncertainties attached to finding a value acceptable to customs; (0) have resulted 
in the prohibition of the importation of goods when the values were “ascertained” 
upon an unrealistic commercial basis; (c) have caused delays in the fixation of 
duties resulting in a heavy burden of work upon customs officials because of the 
length of time consumed before a final decision could be reached; and (d) have 
imposed burdensome expense on importers because of sudden demands for duties 
some time after entry of the merchandise, after selling prices in the United 
States have been fixed, and in many cases after goods have been sold and deliv- 
ered. The files of the Treasury Department will reveal these conditions. The 
basis of value for dutiable purposes should be simple of application and in har 
mony with well-established commercial practices. On both counts the present 
law has failed. 

The basis of value in the existing law (sec. 402 of the Tariff Act of 1930) which 
has created the most difficulties is foreign value. Foreign value calls for a deter 
mination of market conditions in the country of exportation in respect of the 
sule of goods for home consumption. It was adopted at a time when the United 
States economic structure was less imposing—when there was a Closer similarity 
between market conditions abroad and those which existed in the United States 
It has become evident in recent years that conditions of marketing and distribu 
tion of merchandise abroad are quite different in their characteristics from the 
methods of marketing and distributing in the United States, particularly when 
one compares the consumer population and geographical area of the United 
States; and, in addition, market conditions vary from country to country accord 
ing to population, size, products, and distribution. No standards of valuation 
based on transactions in the home market of a country of exportation are possible 
without creating discrimination by reason of such differences. 

From an administrative standpoint the United States Customs is faced with 
the necessity of obtaining facts from abroad. The information which is obtained 
is frequently open to question as to accuracy. Foreign manufacturers, with the 
best of intentions, do not always make available those facts upon which an 
appraisement can be satisfactorily made. Investigations by United States 
Government agents have had to be repeated two and three times before the 
appraiser of merchandise obtained facts upon which he believed he could proceed 
to arrive at a value. Delays have run into years before appraisement has been 
effected 

Manufacturers and sellers in foreign countries and, in some cases, their 
governments, do not like United States Treasury agents making inquiries as 
to production costs and methods of distribution in the home market, including 
prices for their own home customers, discounts, and other confidential data, 
none of which have a bearing upon the price at which merchandise is sold for 
export to the United States. Such inquiries do not contribute to good feeling 

The Treasury Department and all organizations which have had experience 
in the handling of imported merchandise are united in their opposition to the 
foreign-value basis of appraisement. It should be eliminated from the law 
and we fully endorse that section of H. R. 5505 which accomplishes this result 

Export value should be, as proposed, the first basis of appraisement. Such 
value can be readily ascertained. All of the transactions involving the sale of 
goods tor export to the United States pass under the scrutiny of customs officials 
Importers would be assured of equal treatment in the assessment of duty on 
the same class of merchandise from the same country. Inasmuch as the value 
is found as of the date of exportation, customs officials would have, within a 
short time from the date of exportation, a record of all transactions which 
would have any bearing upon the value of goods shipped to the United States. 
The delays incident to the determination of foreign value would not exist; 
both the Government and importers would know at an earlier date the obliga- 
tions of any particular importation—with a saving of time and, thus, expense 
to both. 

United States value should be adopted, as proposed, as the second basis of 
appraisement, with some modifications in language as indicated in appendix A, 
attached. The recommended changes are in the interest of clarity and to estab- 
lish consistency with other provisions of the proposed law ; they will further the 
object of the present measure. 

The third basis of appraisement proposed in this present measure, to wit. 
comparative value, should be the fourth basis of appraisement, and constructed 
value, which appears in the bill in fourth position, should be made the third 
basis. A value basis should appear in the order of its simplicity of determina 
tion. Comparative value is more difficult of determination than constructed 
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value. The argument advanced for placing constructed value in fourth position 
is that its determination requires investigation abroad, as in the case of foreign 
value. Hence, it is stated, those who argue this to be a bad feature of foreign 
value cannot have a valid objection to the establishment of constructed value 
as the last resort. There are, however, severa] additional 
Constructed value would be utilized only in a few cases ; most transactions would 
meet the definitions of export value or United States value. Comparative value 
would be indefinite and difficult of application: and. we are unable to see how, 
in making comparisons under such proposed basis of value, customs officials can 
escape making an investigation of the costs of the specified differences to make 
an adequate adjustment. Comparative value is not a value for identieal or 
similar merchandise; it involves articles as to which adjustments must be made 
for differences in size, material, construction. texture, and other differences. 
Constructed value, on the other hand, would be confined to identica 
and thus the investigation would be limited in its scope. 
to determine a constructed value than a comparative value. 

Comparative value should be used only as a last resort if 
determined in any other manner. With certain 
specified in appendix B, constructed value should be the third basis of value. 
Some changes are also recommended. in appendix C, in the wording of com 
parative value. Appendix D covers suggested improvement in the 
in the amended detinitions in section 402 (h ). 

We urge that the bases of appraisement be designated in 
and that changes in language be effected 
mentioned : 

1. Export value 

2. United States value 
Constructed value 
4. Comparative value 


considerations. 


t merchandise 
It would be simpler 


a value cannot be 


changes in language. as 


language used 


the following order 
aus outlined in the appendices above 


» 
». 


SECTION 17, AMENDMENT OF } NTRIES AND DUTIES ON UNDERVALI ATION 


Section 17 (a) of this bill deletes certain language from section 487 of the 
Tariff Act of 1930, and thereby eliminates the importer’s right to amend his e1 try. 
The law presently recognizes that an importer should have the right to make 
an amendment of his original entry at any time before the appraiser makes his 
return 

It is a known fact that the Treasury Department considers the amendment 
of entries a burdensome procedure which clogs the machin« ry of appraisement. 
The proposed measure would, in effect, permit the amendment of an entry but 
it would be done by the customs examiner through his return of a value other 
than that at which the importer entered his goods. Such an amendment would 
he without penalty to the importer unless the examiner reported that the importer 
had not furnished him with all information in his possession bearing upon the 
value of the goods. We are not out of sympathy with this method, and believe 
that most importations could be satisfactorily handled in this manner. Where 
there is no difference of opinion as to a change in value, the appraiser should 
make the change without the necessity of a formal amendment. On-the other 
hand, although this might become the practical and convenient method, and 
the usual procedure in most instances, the importer should not be denied his 
right of amendment on those occasions when he wishes to amend the value 
in as formal a manner as he made the declaration of value originally. If he 
never uses such right, nevertheless he should possess it. There is no substance 
to the fear that the retention of this right means continued frequent amendments 
of entries by importers. The importer is interested, as well as the Government, 
in economy of operation. We urge that the importer’s right of amendment be 
preserved in the law, which can be done without disturbing the proposed pro- 
cedure of the Treasury Department. 

Section 17 (b) proposes to amend section 489 of the Tariff Act of 1980, which 
how provides for an automatic penalty, if the appraised value exceeds the entered 
value, amounting to 1 percent for each 1 percent advance in value. based upon 
the final appraised value. This association has recommended the complete 
elimination of section 489 of the Tariff Act of 1930. The Treasury Department 
apparently agrees with the view that the automatic penalty should be removed, 
hut holds that some method of assessment of a penalty should be substituted. 
We do not believe that a substitution is necessary, rather that it would 
\dditional work, confusion, and misunderstandings. 


cause 











88 CUSTOMS SIMPLIFICATION ACT 


The Treasury Department appears to be of the opinion that the complete 
elimination of penalties would cause some importers to be negligent about fur 
nishing information, or perhaps purposely withhold information, which if dis 
closed would lead to the appraisement of merchandise at a value higher than the 
entered value. It is our view that if section 489 were completely eliminated 
there are still ample provisions in the statute to protect the Government against 
any oe guilty of culpable negligence or intention to conceal or misrepresent 
the facts or to deceive the appraiser as to the value of the merchandise (cf. sec 
592, Tariff Act of 1930). But, assuming that it is the desire of Congress to 
include some provision for the imposition of additional duties, this association 
submits that the basis upon which such action might be predicated should be 
more definite than that provided in section 17 (b) of this bill. 

The proposed amendment of section 489 of the Tariff Act of 1930 by section 
17 (b) of the present bill would eliminate the automatic penalty, but substitute 
a provision that a penalty may be imposed “* * * if the consignee shall have 
failed to furnish the appraiser, before that officer has signed his report of 
value to the collector, all information required by customs officers which is 
relevant to the value of the merchandise and available to him at the time of 
entry or within a reasonable time thereafter, and all such information that is 
so available to the person, if any, in whose behalf the entry was made * * *. 

Under the above-quoted language, a serious burden is placed upon im) orters 
At the larger customs ports, particularly New York, there are many customs 
“officers” in the office of the appraiser who are concerned with the appraisement 
of imported merchandise. There are numerous other personnel, who might fall 
within the general designation of customs “officers,” outside the office of the 
appraiser who might require some information as to the value of merchandise 
The law does not provide in what manner customs officers shall “require” such 
information—by word of mouth, by letter, by questionnaire. This is a penalty 
statute, despite the fact that the extra duties are called additional duties, and 
there should be a uniformity of requirement so that each customs officer may not 
set his own standards. One customs officer may differ in his attitude from au 
other, and it is conceivable that a customs officer may differ in his attitude 
toward different importers. The procedure should be more definitely fixed to 
insure against carelessness and to guarantee equality of treatment and a sound 
basis on which an importer may present his case in court, if need be, on the issue 
of whether or not he had furnished the value information required. 

As indicated, the bill provides that the decision of the appraiser shall be sub 
ject to protest and administrative and judicial review. The reviewing officials 
and the courts should not be faced with an indefinite record as to what was 
“required” and what was furnished. The requirements should be explicit and 
of such a nature that the importer, the reviewing officials, and the courts will 
understand precisely what is in issue. 

We direct attention at this point to the fact that the present law limits the 
undervaluation penalty to 75 percent of the final appraised value. The proposed 
measure carries no such limitation. In other words, a confiscatory penalty of 
400 or 500 percent will be possible, and no provision is made for any adjustment 
of the penalty. The importer may be fully relieved by subsequent departmental! 
or court action, but it is either full relief or full penalty. Under such circum 
stances, the present limitation of 75 percent should be retained. 

Section 17 (c) of this bill, amending section 501 of the Tariff Act, would permit 
a consignee, his agent, or his attorney to request a notice of appraisement in 
writing, provided a “substantial” reason for requesting such notice is set forth. 
The inclusion of the word “substantial” suggests the need for a decision on the 
part of someone as to whether or not the request will be honored. Such an 
appeal would be made only because of some differences in view between the 
Government and the ‘mporter, and if the collector has the right to determine 
whether or not the request sets forth a “substantial” reason, then the very purpose 
of the provision would be defeated, We recommend the elimination of the word 
“substantial.” 

Section 17 (d), modifying the procedure relative to the appraisement of mer 
chandise, fails to provide for three necessary changes in the law: 

(1) The appraiser should be required to state in his return the basis of value 
upon which he appraised the merchandise: Export value, United States value, 
constructed value, or comparative value. The record should be clear as to what 
the Government considered the applicable basis of appraisement. Such state- 
ment of the basis of appraisement would properly inform the collector, the im 
porter, and, in the event of an appeal, the United States Customs Court. 
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(2) There should be a time limitation on appraisement. There are too many 
instances of prolonged delays in appraisement of merchandise, leaving the im 
porter uncertain in his obligations, in a number of cases, for years after the 
merchandise has been imported. 

(3) The existing law provides that where an advance in value is made at the 
time of entry to meet a previous advance made by the appraiser on an earlier 
importation, and where such previous advance has been made the subject of an 
appeal to reappraisement to the Customs Court, the importer’s act in entering 
the goods at the advanced value shall be considered to have been taken ‘‘under 
duress.” The purpose of this procedure is to give the importer the benefit of any 
favorable court decision on the issue without his having to risk automatic penal- 
ties under section 489. Under present law, duty is taken on the entered or ap- 
praised value, whichever is higher—except in cases of entry “under duress.” 
The proposed bill makes the use of a “duress” entry unnecessary by the amend- 
ment of section 503 of the Tariff Act by section 17 (d) of this bill, which provides 
that the appraised value shall be the final value, regardless of the entered value. 
However, it overlooks the fact that the present procedure requires a deposit with 
the Government of the differences in duty pending the outcome of the issue in 
court, whereas the proposed bill affords the Government no such protection. We 
recommend that this bill provide that where an appeal is pending in court, and 
entries are made involving the same merchandise and the same issue prior to a 
final decision in such pending appeal, the collector may require the deposit of 
additional duties in the amount involved in the issue in litigation, except addi 
tional duties for undervaluation (so-called penalty duties). 


SECTION 20. CONVERSION OF CURRENCY 


The association is of the opinion that world conditions as they affect currency 
are not sufficiently stabilized to justify any action at the present time toward a 
change in the existing law. The conversion of currency for the determination of 
duties is of great importance, exceeded only by the ascertainment of value and 
the fixation of the rate of duty to be assessed on imported goods. We believe that 
the currency situation at the moment is too indefinite and uncertain to justify 
any action before a thorough study is made by the Congress as to the extent of 
our participation in any international monetary agreement and the effects of such 
participation on the tariff structure of the United States. 

In any case, we are opposed to the use of rates to be determined by an inter- 
national body as a standard for the determination of duties under our tariff 
We hold that the final decision as to any of the elemnents which form the basis 
of duty assessment should rest in the United States. If the committee should 
decide that legislation is required at this time, then we suggest. as an alterna 
tive to the proposal in the present measure that the international monetary fund 
rate be used as a standard, that the Federal Reserve bank rates shall be used 
but that the Treasury Department may authorize the use of the international 
monetary fund rates if they do not vary more than 5 percent from the Federal 
Reserve bank rates. This, on its surface, would seem to bring about the same 
result, but we submit that the principle of establishing the standard within 
our own administration of the customs laws would be maintained by virtue of 
our proposed change. 

It is our understanding that the purpose of using the international monetary 
fund rates is to establish a simpler structure for the conversion of currencies 
on entry. The present practice of taking the Federal Reserve bank rates is cum 
bersome because it requires the use of long fractions and, where the rates are 
not available at the time of importation, the rechecking of the rates with the 
dates of exportation in order to arrive at the precise exchange to be used for the 
calculation of duties. The association is sympathetic with this purpose becauss 
it would be economical from the standpoint of Government operation and would 
be helpful to importers by establishing more stability in the determination of 
duties. However, we believe this objective would be achieved more satisfacto 
rily if the Treasury Department were authorized to use the international mone- 
tary fund rates provided they do not vary by more than 5 percent from the 
Federal Reserve bank rates. 

The association reiterates that the purpose of this memorandum is to deal 
only with certain sections of H. R. 5505. The association does not recognize 
that these are the only changes which should be made in the Tariff Act. We 
urge the recommendations made above because we believe they are necessary 
to accomplish the desired objective of this proposed legislation. 
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APPENDIX A 
UNITED STATES VALUE 


(1) On page 19, line 18, strike out the word “profit’”’ and insert in lieu thereof 
the word “profits”. In support of this proposed amendment it should be noted: 

(a) The definition of “United States value” in section 402 (e) of the Tariff 
Act of 1930, provides for an allowance for “profits”, i. e., not necessarily only one 
profit, when calculating that kind of value; 

(b) The definition of “United States value” in section 183 of H. R. 5505 pro- 
vides for an allowance for “any commission” [emphasis ours], i. e., one or more, 
when calculating that kind of value; 

(c) By virtue of the definition of the term “purchasers at wholesale” on page 
25 of H. R. 5505, the selling price, from which “United States value” as detined 
in section 13 of that bill is caleulated, may be a price to retailers and, hence, 
will sometimes include two profits, i. e., an importer’s profit and a wholesaler’s 
profit. 

(2) On page 19, lines 19, 20, and 21, strike out the words “imported merchandise 
of the same class or kind as the merchandise undergoing appraisement” and in- 
sert in lieu thereof the words “such or similar merchandise”. In support of 
this suggested amendment it should be noted : 

(a) In relation to the imported merchandise whose “United States value” is 
being calculated, the phrase “imported merchandise of the same class or kind” is 
much less specific than the phrase “such or similar merchandise’. The former 
phrase merely signifies that both the merchandise which is being appraised and 
the merchandise which may be considered in connection with the allowance for 
profit and general expenses must be imported and that they must have common 
characteristics which distinguish them from other species or varieties of mer- 
chandise. It does not signify that the merchandise which may be so considered 
must resemble the merchandise which is being appraised in respect of size, weight, 
quality, etc., or even in respect of value. For example, any automobile imported 
from any foreign country is merchandise of the same class or kind as a Rolls 
Royce imported from England. On the other hand, the phrase “such or similar 
merchandise”, as defined on pages 23 and 24 of H. R. 5505, signifies merchandise 
which is “produced in the same country as the merchandise undergoing appraise- 
ment” and which is, at least, “of like materials” and “used for the same purpose” 
and “of approximately equal commercial value” ; 

(b) The selling price, from which the “United States value” of imported mer- 
chandise is calculated under the terms of section 13 of H. R. 5505, must be a 
price of “such or similar merchandise”. Hence, it is unnecessary and unreason- 
able to consider merchandise which is neither like nor similar to the merchandise 
undergoing appraisement but which is merely of the same class or kind, when 
determining the allowance for profit and general expenses involved in such an 
appraisement ; 

(c) The phrase “imported merchandise of the same class or kind” is too vague 
and indefinite a delineation of merchandise when may be so considered in such 
an appraisement and will undoubtedly be the subject of various interpretations 
and will result in much needless litigation. 


APPENDIX B 
CONSTRUCTED VALUE 
On page 21, lines 7 through 13, strike out the words: 


“(2) an addition for general expenses and profit equal to that which 
producers in the country of production whose products are exported to the 
United States usualy add in sales, in the usual wholesale quantities and in 
the ordinary course of trade, of merchandise of the same general class or 
kind as the merchandise undergoing appraisement ;” 

and insert, in lieu thereof, the words: 

“(2) an addition for general expenses and profit equal, in percentage to 
that which is usually added in sales in the country of production, in the 
usual wholesale quantities and in the ordinary course of trade, of such or 
similar merchandise, or, if there are no such sales of such or similar mer- 
chandise, of merchandise of the same class or kind which most resembles 
the merchandise undergoing appraisement ;” 
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APPENDIX C 
COMPARATIVE VALUE 


(1) On page 20, line 15, we recommend that between the words “equivalent” 
ind “of” be inserted “at the time of exportation to the United States.” 

(2) On page 20, line 18, from the word “which” to the end of the subsection, 
line 22, there be inserted in place of the present language the following: “which 
is comparable with and most resembles the merchandise undergoing appraise- 
ment in construction and use, with appropriate adjustments in value for differ- 
ences in size, weight, material, construction, quality, texture, use, and other 
differences.” 

The intent of this suggestion is to bring the articles to be compared within as 
close relationship to each other as possible. 

APPENDIX D 
DEFINITIONS 

(1) On page 22, line 18, strike out the word “all.” 

(2) On page 22, line 20, before the word “purchaser”, insert the words “seller 
or”. 

(3) On page 22, line 21, after the word “law,” insert “or (1B) reasonably limit 
the number or classes of purchasers”, 

(4) On page 22, lines 21 and 23, strike out “(B)” and “(C)” and insert, in 
lieu thereof, “(C)” and “(D)”, respectively. 

(5) On page 24, line 6, after the word “appraisement”, strike out the comma 
and insert, in lieu thereof, the word “and”, 

(6) On page 24, line 7, after the word “person”, insert the words “and is” and, 
after the word “materials”, insert the words “and construction”. 

The association makes the reservation that other changes in language in this 
section may be advisable, but those recommended are considered of greater 
significance. 


Senator Kerr. Mr. Tyre? Have a seat, Mr. Tyre. 
STATEMENT OF A. C. TYRE, IMPORTERS ASSOCIATION, INC. 


Mr. Tyre. My name is A. C. Tyre, and 1 represent the Importers 
Association, Inc., of Chicago. 

The importers association is an organization composed of approxi- 
mately 275 firms and individuals engaged in the importing industry. 

The Customs Simplification Act has been the subject ot frequent 
discussions at meetings and committee meetings of this association for 
the past 3 years, and the association is hopeful that the bill, having 
reached the present stage, will be passed on favorably in the near 
future. 

The organization is generally in favor of the bill as it has now been 
submitted, but there are certain defects in the bill which we feel 
should be corrected in the interests of customs simplification, and in 
the interests of importers, as well. 

One of the principal objections which the importers association has 
raised is that of the elimination of the provision for amendment of 
entries, 

The previous witnesses have covered the matter quite fully, and 
I do not think that I can add anything except that Mr. Bennett, in 
giving an explanation, might have amplified it a little bit. 

For instance, if an importer files an entry on a declared value of 
31,000, pays a regular duty of 25 percent, his duty would be $250. 
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If, after receiving information that the correct value should have 
been $1,100, by the privilege of amending the entry he would pay the 
additional duty of 25 percent on $109, or a total of $275. 

On the other hand, if the customs appraising officer should decide 
that the importer was culpably negligent or fraudulent in withholding 
the information relative to that increase of $100 in value, the duties 
would be assessed on the total value of $1,100 at 35 percent, or a total 
of $350 as against $275. 

Senator Kerr. Would that be $350 or $385 ? 

Mr. Tyre. $385; I stand corrected. 

Senator Kerr. Well, I thought that is what it would be if I under- 
stood what you were talking about. 

Mr. Tyre. That is correct. 

The importer’s only recourse in such a case would be to resort to a 
petition to the United States Customs Court, which we think is costly 
not only to the Government but to the importer, and for amounts 
involving differences such as I have illustrated, the amount is too 
small to resort to legal procedure, and, as a result, the importer simply 
pays the amount and forgets about it. 

We think that the law can be amended as it stands at the present 
time with very little change. 

Senator Kerr. You mean the law, or the bill ? 

Mr. Tyre. The bill. It can be amended in that section by giving the 
importer the privilege to amend. 

One thing that should be brought to the attention of your committee 
is that the present tariff law provides that there is a presumption of 
correctness on the part of an act of a customs officer, and the Govern 
ment therefore is fully protected, and has a rather powerful weapol, 
and the appraisers or the examiners do not need this additional pro 
tection as set up in section 489. 

One other observation I would like to make is that under temporary 
free importations where, section 308 of the Tariff Act, salesmen arrive 
in the United States with samples, frequently the samples are not 
marked to comply with the requirements of the tariff law. 

I would like to have inserted for the consideration of the commit 
tee a provision eliminating the requirements for the marking of mer- 
chandise which is entered as samples for temporary entry. The law 
has penalties for evasion of the marking provisions of the law, which 
I think are ample to protect the Government if the salesman should 
attempt to dispose of the merchandise without proper marking. 

The law also has a provision for change in determining currency 
values, which is a considerable variation from the past practice, and 
provides for the publication of the rates as determined by the Federa| 
Reserve, but subject to the decision of the Treasury Department as to 
whether or not they will be published. 

The withholding of publication of the Federal Reserve exchange 
rates has caused some consternation on the part of importers in the 
past, and if the Treas — Department is given the right to determine 
the exchange rates, we believe that some provision should be included 
making the publication of the rates mandatory and at a reasonable 


time after the rates are made available to them by the Federal Reserve 


bank. 
I do not want to appear facetious, but I have seen posters on the 
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claim in bold type, “Procrastination is the thief of time,” and the 
statement of Mr. Bennett, the former witness, asking that a time limit 
be placed in the bill, limiting appraisements to 120 days is reasonable 
end should be included in the bill, 

The failure of customs officers to promptly appraise merchandise 
is a constant source of irritation to importe rs. It is expensive to the 
Government by reason of the fact that it allows files to accumulate 
year after year without action, and it is merely human nature when 
an individual is confronted with a difficult problem to set it aside if 
he does not have a time limitation placed on him to perform an act, 
and I believe that the importers are entitled to that consideration. 

I would like to file a written statement if the chairman agrees, to 
be filed within the next day or two. 

Senator Kerr. It may be filed, Mr. Tyre. Thank you, sir. 

Mr. Tyre. Thank you. 

(The statement referred to is as follows:) 


STATEMENT OF A. C. TYRE ON BEHALF OF IMPORTERS ASSOCTATION, INC... C 


HICAGO, 
ILL., RE CUSTOMS SIMPLIFICATION Brut (H.R. 5505) 


Section 5, American goods returned: These amendments to the tariff act 
should be adopted. At the present time an importer is required frequently to 
resort to lengthy correspondence and digging up of old records to establish the 
fact that the merehandise has been exported from the United States, when the 
examination by customs officers can, in most cases, establish such fact without 
the production of documentary proof. 

Section 13. Value: The Importers Association, Ine., is in agreement with the 
removal of “foreign value” as a basis for assessment of ad valorem duties 
Under section 402 (b) Export value the bill reads “freely offered for sale in the 
principal markets.” Under section 402 (c) the bill reads “‘freeiy offered for 
sale in the principal market.” It would seem that there would more likely be 
more than one principal market in the United States than abroad, and the 
wording of that section should be reviewed. Under section 402 (2) Definitions, 
paragraph (1) in one place refers to “all purchasers at wholesale” and in an- 
other to “usual purchasers at wholesale.’ The wording should be uniform since 
it would seem that the two terms would embrace a different class of purchasers 
and would cause confusion in the administration of the law. Paragraph (3) 
of the same section defines “purchasers at wholesale,” therefore it would seem 
that the words “all” and “usual” could be eliminated from paragraph (1). 

Section 313 (¢). Draw-back—“Merchandise not conforming to samples ot 
specification’: The 30-day limitation in the present law is often difficult for an 
importer to comply with, and the provisions of the bill extending the time to 
90 days should be adopted. 

In report No. 1089, Eighty-second Congress, first session, the House of Repre 
sentatives says on page 3, “Importers will no longer be uncertain what valu 
will be assigned to their imports, and appraisements will be completed more 
promptly.’ It is sincerely hoped by the Importers Association, Inc., that the 
wording of the various provisions be carefully studied to eliminate as much as 
possible any uncertainty with respect to their meaning, and thereby enable both 
the Government and importers to receive the benefits of the many months of 
work in the passage of this legislation. 


Senator Kerr. Mr. Tipton. 


STATEMENT OF STUART G. TIPTON, GENERAL COUNSEL, AIR 
TRANSPORT ASSOCIATION OF AMERICA 


Mr. Tieton. My name is Stuart G. Tipton. I am general counsel 
of the Air Transport Association of America. 

I represent the Air Transport Association of America which has 
as its members practically all of the certificated airlines of the United 
States, and all of the international airlines. 
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We welcome the opportunity of discussing this bill before the com- 
mittee. It is an important bill for us. At the time the last adminis- 
trative customs bill was passed through the Congress, airlines «id 
not amount to much, and consequently there was no reason to give 
their particular problems any attention. 

Since that time they have increased in their contribution to inter- 
national trade and travel a great deal. As far as cargo is concerned 
it has gone up from 8,000 pounds of cargo in 1931 to 80,000,000 pounds 
of cargo in 1950. 

Senator Kerr. What percentage of increase is that ? 

Mr. Trrron. It is 10,000 times. I cannot convert that into per- 
centages, but it is 10,000 times. 

Senator Kerr. I cannot either, and I thought maybe you could. 

Mr. Tirron. Passengers have increased from about 9,000 in 1931 to 
580,000 in 1950; consequently, the airlines have a deep interest: in 
simplifying the customs procedures because all we have to sell is 
speed. We charge approximately 10 times for moving cargo what 
surface carriers charge. In order to get people to pay that and to 
take advantage of that speed, we have to give them the speed, and 
customs procedures may well make the difference between selling a 
particular block of business and giving a shipper that service and 
not selling it at all. 

We have three suggestions to make with respect to the legislation 
that is now before the committee. One deals with the consular in- 
voices. As the committee knows, the consular invoice is a document 
describing the goods which is made out by the shipper abroad and 
certified by a United States consul. Section 16 of the bill would re- 
lieve the shippers of preparing such a document if the shipment is 
valued at less than $250. At the present time, the exemption applies 
to goods valued at less than $100. We certainly concur with the 
Treasury Department that something should be done to relieve ship- 
pers of the onerous requirements of securing consular invoices, but 
we think the document should be eliminated. That invoice is ex- 
tremely complicated to prepare. It delays shipments substantially, 
is expensive, and is unnecessary. 

To demonstrate how complicated it is, let me point out that although 
the form itself consists of two sides of one sheet, nevertheless the in- 
structions for preparing the form require six pages and these six 
pages must be understood by foreign shippers. The delay involved 
includes not only the filling out of the form but the shipper must visit 
the United States consulate, although his office may be in another 
part of the country, to leave the invoice and oftentimes must make a 
second visit to pick up the verified invoice. Both visits involve delays 
and increase the expense of foreign trade. It may be said that these 

visits are unnecessary and mail could be relied upon, but it is well 
ae that personal appearance is more likely to secure the service 
desired. It will be apparent since shipments from parts of South 
America and Europe can be flown to the United States overnight 
that it may often take longer to secure a consular invoice than it will 
to fly the goods to this country. The form serves no useful purpose 
in that information needed can be secured from the commercial in- 
voice prepared by the seller and from the airway bill which accom- 
panies the goods. 
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It is significant that management exports, who made a survey of 
the Bureau of Customs at the Bureau’s invitation, studied the use of 
the consular invoice and recommended that it be abolished to relieve 
the burden on the consular and customs services. 

We strongly recommend that the form be abolished. However, if 
that is not possible the forn should be required only for shipments 
valued at $500 or more. 

The next comment we have on the bill deals with informal entries. 

Senator Kerr. With what ? 

Mr. Tieton. Informal entries. 

This same section of the bill, namely, section 16, also recognizes the 
desirability of broadening the use of informal entries. Thus this 
section would provide that informal entries which now m: Ly be utilized 
on shipments valued up to $100 be applicable to shipments valued up 
to $250. Under the informal entry procedure the employees of the 
customs service themselves prepare all the documents necessary and 
these are then signed by the owner or the agent making the entry. 
The Government is adequately protected in that its own employees 
prepare the forms and collect any duty which is assessable. The in- 
formal entry was devised to enter shipments on which very little duty 
is collectible. Thus, the 535.221 informal entries in 1950 produced 
only an average of $5.68 revenue. If these shipments had been proc- 
essed by formal entry, which cost the Customs Bureau an average of 
$18.98 (in 1947) the transactions would have represented a substantial 
loss above what was collected as revenue from the entry. We heartily 
concur with the Treasury Department that the informal entry pro- 
cedure should be used more extensively and we have three suggestions 
as to how its use should be broadened. 

First, we believe that goods valued up to $500 or less should be sub- 
ject to informal entries. This larger figure would be an no 
recognition of the change in purchasing power of the dol'ar and make 
the amount of goods which could be admitted by inform: al entry con- 
sistent with the amount which can be b rought back by a returning 
resident. Secondly, the bill should provide that coods on the free 
list which are not subject to customs “_ should also be admissible 
under the informal entry procedure. Since ho duties are collectible 
on gvoods entering under the free list, there is no justification for im- 
posing on such goods the complicated delay and expensive procedure 
of the usual formal entry. 

The third recommendation is that the bill should make clear that 
air carriers, that is, the transport companies themse ~— can make 
informal entries on behalf of their conslonees. The grea t speed Wi ith 
which air carriers can bring goods to the United States combined 
with the speed with which the goods can move from ports of entry 
to inland cities make it essential that air carriers be authorized to make 
informal entries. Thus, a lady’s blouse can come from Paris to New 
York overnight, be in Detroit before the close of business on the day 
it arrived in New York, and be on the shelf of a Detroit store about 
36 hours after it left Paris. To do that, however, it would be neces- 
sary to clear the goods through customs in New York at any hour of 
the day or night. The customs inspectors are available in New York 
around the clock and the airlines operate around the clock, but because 
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the airlines are not permitted to nake informal entries, this optimum 
speed of air transportation ‘cannot be realized. 

The shipments that arrive late in the day, during the night, or on 
holidays have to wait until the following business | day or “longer to 
secure entry. The alternative to waiting 24 to 98 hours in New York 
is to put the goods in bond at New York,for carriage to Detroit. ‘To 
do this the carrier must prepare nine copies in the in-bond form. On 
arrival there, the carrier is quite likely to find that the Detroit port 
of entry can accept no bonded goods because of lack of space and the 
carrier must either provide its own space or carry them on to another 
port such as Chicago. If the carrier takes them on to Chicago he is 
quite likely to discover that 2 weeks’ time is required to make an entry 
there because of the backlog of work. In any event, the Detroit con- 
signee must appoint a broker in Chicago in order to enter the ship- 
ment. After all this delay, the consignee must still get the goods 
shipped back to Detroit. This is hardly the expeditious service which 
the airline is capable of and anxious to provide. A similar awkward 
ee a when the consignee lives at a point which is not 

1 port of entry. Thus a shipment from Paris to Waukegan, IIL, 
which is not a port of entry, could be cleared at New York inform: lly 
by the carrier and be shipped directly to the consignee just as though 
it were a domestic shipment. But if it is placed in bond in New York, 
it must be sent to a port of entry and the Waukegan consignee must 
appoint a broker in a distant port to clear the shipment and then have 
it moved forward at a later date. If 2 weeks are required to get a 
package from Europe, a boat will serve as well, as all the speed is 
taken out of air transport. 

Senator Kerr. If it came in by boat would it not have the same 
hurdles to clear on arrival as it now does if it comes in by air? 

Mr. Tirron. Yes; that is correct. 

Senator Kerr. Is not all of the delay that you have referred to 
here delay which occurs after it reaches this country ? 

Mr. Tirron. Yes; in dealing with the informal entries, that is the 
ease. 

Senator Kerr. Is there any difference in the way they deal with 
informal entries as between goods which arrive by boat and goods 
which arrive by air? 

Mr. Tirron. I think not. 

Senator Kerr. Then what you said would hardly be accurate, it 
seems to me. 

Mr. Tivron. Well, my point there is this: That you pay a high price 
in order—— 

Senator Kerr. I understood you to say that if this was not done 
that there would be no advantage in shipping by air because it takes 
just as long as it does by boat. Is that what you say ? 

Mr. Tirron. That is what I said. 

Senator Kerr. You did not mean that, did you? 

Mr. Tirron. Well, if we take 2 weeks to get the shipment over 
here, it would not be i paying the high price for air transport, 
because the only way we can sell 

Senator Kerr. I am not deprecating the desirability of the objec- 
tive you have outlined. Either I have not understood you or your 
statement was not quite accurate, because all of the delay that you 
have referred to, and which you want to eliminate, and with which 
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I am entirely sympathetic, as I understand your testimony, occurs 
after the arrival in this countr y of the imported article. 

Mr. Treron. That is the case. 

Senator Kerr. And it would not prevent the saving of time in 
transporting it from the foreign country to this country by air. 

Mr. Tieton. No; you are quite right, and if I have said anything 
which indicates the contrary, Iam wrong. The transportation time 
would remain the same, the long time for the surface vessel and the 
short time for the air. 

Senator Kerr. If there is delay that can be a ited, certainly 
that is a wholesome objective. I just wanted to be sure I understood 
what you said or what I thought you said. 

Mr. Tieton. May I go for ward 1 minute on that though, to explain 
how the airline and the surface are still not on a par even though the 
delays are the same? We sell air freight to a consignee in the United 
States. He has to have a good reason for it. Usually his reason 
is that he can get imported merchandise in and reduce his inventories. 
lor example, he doesn’t need to buy such large shipments at a time, 
and if he can receive his merchandise by air he can display samples 
and sell them without stocking a great deal of the merchandise. 

Without regard to what sur ‘face carriers do, or the de ‘lays to surface 
carriers, if we require 2 weeks to get merchandise from Paris through 
customs to this man, then we have a hard time providing him with a 
feasible service. Without the present customs delay we could pro- 
vide 36-to-48-hour delivery from Paris so he could sell to his customer 
one day and order it from Paris for delivery the following day or the 
day after that. But if it takes air carriers 2 weeks to get the goods 
over from Paris, then he cannot rely on the airlines to supply his cus- 
tomers and it is hardly worth his while to pay our high rates. Now, 
that. is the point I have been anxious to make. 

The third point I wish to make with respect to the bill deals with 
preclearance by customs inspectors of aircraft coming to the United 
States and this is a problem which I think is particularly important 
with respect to aircraft. 

Customs procedures applicable to aircraft could be simplified with 
economy to the United States Government by the prec learance of air 
craft at cities outside of the United States before they arrived at 
points in the United Sates. Thus aircraft coming to the United 
States from Montreal, Canada, could be inspected at that point regard- 
less of where the aircraft finally landed in the United States. There 
are several important advantages to the United States Government 
from this procedure. The United States could save expense in terms 
of the number of inspectors necessary to handle incoming aircraft. 
For example, aircraft operating rd Montreal, Canada, to Syra- 
cuse, Albany, Rochester, New York City, Boston, and Tampa, use in- 

spectors at all of those points, whereas ay, the aircraft were inspected 
at Montreal before departure, inspections could be eliminated at des- 
tination. 

The Immigration Service has recognized the great advantages of 
preclearance and is today inspecting the passengers on aircraft at 
Norsiite before the planes enter the United States. The Immigra- 
tion Service is also anxious to start such preclearance at Montreal, 
Canada. The Customs Bureau has recently inaugurated pre Te 
tion at Toronto but under a condition which denies much of the bene- 
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fit of preinspection. Even though customs is willing to examine 
passengers and their baggage and accept payment of duties before 
the aircraft takes off from Toronto, it nevertheless requires the op 
erators to file forms when the aircraft arrives in the United States. 
This requires the maintenance of employees at destination for the sole 
purpose of receiving those documents. This, of course, increases the 
expenses and reduces the desirability of preclearance. We strongly 
recommend that this committee adopt an amendment to this bill au 
thorizing the customs service to avail itself of preinspection proce 
dures to the fullest extent possible and to permit the greatest savings 
in its own and the air carriers’ operations. 

That concludes my statement, Mr. Chairman. 

Senator Hory (presiding). Thank you. Are there any other ques 
tions ¢ 

Thank you very much. 

Mr. Tirron. Thank vou, sir. 

(The statements of Mr. Tipton are as follows :) 


STATEMENT OF Stuart G. Trpron, GENERAL COUNSEL, AIR TRANSPORT ASSOCIATION, 
or AMERICA, ON H. R. 5505 


My name is Stuart G. Tipton. I am general counsel of the Air Transport 
Association of America, which includes as its members practically all of the 
certificated airlines of the United States. We welcome the opportunity to dis- 
cuss H. R, 5505 with the committee. 

The airlines’ interest in customs procedures can best be demonstrated by 
reciting the growth of international air transportation which requires customs 
clearance since the enactment of the Tariff Act of 1930. The year after that 
act was passed was the first vear of international air cargo operations and 
one airline reported the carriage of 8.000 pounds of cargo between the United 
States and foreign points. That has increased ten-thousand-fold to 80 million 
pounds in 1950, and was carried by 12 United States flag airlines. While this 
represents only 40,000 tons, and therefore, a small portion of the total cargo 
coming to the United States from international points, its significance exceeds 
the mere relationship in numbers, because air cargo to a great extent repre 
sents samples of other cargo which will move by surface transport. It is of 
urgent importance that these samples move expeditiously to facilitate trade. 

Passengers arriving in the United States on airlines, who with their baggage 
must be examined by customs, increased from 9,052, in fiscal 1931, to 580,609, 
in fiscal 1950. Passengers arriving by air now almost equal the arrivals 
in 1931 by air and sea. The nearly 600,000 passengers arriving by air in 1950 
almost equal the 653,000 that arrived by sea and air in 1951. Illustrative 
of the impact of the air transport on the customs service is the fact that in 1930 
there were no customs inspectors assigned exclusively to handle international 
air transportation, and today, in New York City alone, there are 91 inspectors 
solely for air commerce. 

My testimony will be divided into two general parts. First, there are 
several sections in H. R. 5505, which we endorse and which should be enacted 
in their present form as speedily as possible. Secondly, there are sections which 
apparently are designed to solve serious problems, but those provisions are 
inadequate and should be revised. 

The three sections of the present bill which have particular application 
to airline operations, and which we endorse for prompt enactment, are sec- 
tions 12, 14, and 9, which IT would like to discuss in that order. 

Section 12 would amend the Tariff Act of 1930 to authorize the Secretary 
of the Treasury to grant exemption from the application of the customs laws 
for vehicles and equipment used in connection with aircraft accidents, for 
such purposes as, search, rescue, investigation, repair and salvage. It will be 
readily apparent that in the event of an aircraft accident customs red tape 
should not impede search and rescue efforts. The greatest expedition is nec 
esSary not only to save lives, but to attempt to salvage cargo and very ex- 
pensive modern airplanes. The enactment of this provision will not result in a 
great inflow of foreign goods into this country, because in this country we have 


an ab 
occupi 
in the 
tries 
States 
of the 
airera 
accide 
Sec 
Secret 
manif 
but b 
would 
fine oO 
where 
of the 
tions 
the o 
withil 
to req 
for il 
Gove! 
pany, 
ernm 
airers 
ship « 
opera 
force! 
prese 
whicl 
airlin 
tary ¢ 
to em 
Bot 
this ¢ 
tiona 
our © 
ures, 
exper 
and 
espec 
clear 
custo 
ance 
time, 
Pu 
mem| 
certa 
That 
12 a 
these 
of th 
effor' 
Th 
secti 
to ac 
ment 
servi 
1 


desis 


used 
Brits 

Sil 
unlil 
but j 
Gove 
whic 





100 CUSTOMS SIMPLIFICATION ACT 





nine 
fore 


op 
ites 
sole 

the 
igly 

au 
Oce 


Ings 


ues 


rION, 


sport 
’ the 
dis 


1 by 
roms 
that 
and 
ited 
llion 
this 
argo 
eeds 
“pre 
is of 
Puget 
609, 
vals 
1950 
itive 
1930 
onal 


‘tors 


are 
eted 
hich 
are 


ition 


sec 


tary 
laws 

for 
il be 
tape 
nec 

ex 
in a 
nave 


CUSTOMS SIMPLIFICATION ACT 99 


an abundance of the supplies necessary to search for aircraft and rescue its 
occupants, but the enactment of this provision will have important consequences 
in the efforts of this government to secure similar privileges in foreign coun- 
tries to permit us to search for aircraft in the event of accidents. United 
States flag airlines operate into at least 87 different jurisdictions, and in each 
of those we need arrangements to secure permission to search promptly for 
aircraft and rescue passengers and salvage cargo and aircraft in the event of an 
accident. 

Section 14 of the bill would amend the Tariff Act of 1930 to authorize the 
Secretary of the Treasury to permit by regulation the signing and delivery of 
manifests and aircraft entry documents, by not only the pilot, as is now required, 
but by other authorized agents of the operator of the aircraft. This section 
would also amend the Tariff Act of 1930 to permit the Government to impose a 
fine or penalty for irregularities or omissions in the manifests on the operator, 
whereas now such penalties may be imposed only on the pilot or person in charge 
of the aireraft. One of the differences between steamship and aircraft opera- 
tions calls for this amendment. In an early day, the master of the vessel was 
the only responsible agent of the steamship company who was certain to fall 
within the jurisdiction of the customs authorities. Therefore, it was desirable 
to require his signature and it was felt necessary to subject him to any penalties 
for infractions. In airline operations, however, where the airline must secure 
Government approval before it can land in a foreign country, the operating com- 
pany, as well as the pilot, is subjected to the jurisdiction of the foreign govy- 
ernment. Furthermore, since the pilot’s control over and responsibility for the 
aireraft when it is on the ground is far less than the responsibility of the steam- 
ship captain for a vessel when it is in a foreign port, it is desirable to hold the 
operating company responsible. The new procedure will actually aid the en- 
forcement of the customs laws from the Government’s point of view. At the 
present time notices of error in customs reports are sometimes sent to the pilot 
which, because the pilot is shifted from one route to another, do not reach the 
airline company for several weeks. Under the proposed legislation, the Secre- 
tary could hold the airline operator directly responsible and would not be limited 
to enforcing his regulations only on the pilot. 

Both sections 12 and 14 should be enacted promptly to fulfill commitments by 
this Government made to the other countries which are members of the Interna- 
tional Civil Aviation Organization. In the Chicago Convention, signed in 1945, 
our Government pledged itself in article 22 “* to adopt practicable meas- 
ures, through the issuance of special regulations or otherwise to facilitate and 
expedite navigation by aircraft between the territories of contracting states, 
and to prevent unnecessary delays to aircraft, crews, passengers, and cargo, 
especially in the administration of the laws relating to * * * customs and 
clearance.” And in article 23 our Government undertook “* * * to establish 
customs * * * procedures affecting international air navigation in accord- 
ance with the practices which may be established or recommended from time 
time, pursuant to this convention * * *,.” 

Pursuant to this commitment, the various governments, and there are now 58 
members of the International Civil Aviation Organization, met and agreed to 
certain customs procedures which are contained in annex 9 of the convention. 
That annex calls for the provisions which are contained in this bill in sections 
12 and 14. The executive branch of the Government committed itself to adopt 
these provisions, subject only to legislative authorization. The early enactment 
of this bill will not only meet our Government's commitments but will aid our 
efforts to get similar provisions in other countries. 

The third section of the bill which deals directly with aireraft operations is 
section 9, which would authorize the Secretary of the Treasury, by regulation, 
to admit to the United States, without payment of customs duties, ground equip- 
ment for aircraft. Specialized ground equipment is necessary to handle and 
service the aircraft when it lands at various airports. These are usually specially 
designed to be used with a given aircraft, and it is essential that the equipment 
used be standard and uniform, whether the aircraft operates in Germany, Great 
Britain, or India. 

Since most of this type of equipment is manufactured in the United States, it is 
unlikely that very much ground equipment will be imported into the United States, 
but it is highly important that this Government enact this legislation to aid our 
Government in securing reciprocal rights in the more than S7 jurisdictions to 
which our airlines operate. 
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In the next part of my testimony, I will discuss three customs problems which 
although recognized as troublesome by the Treasury, are not adequately dealt 
with in this bill. The three are, the consular invoice, the use of informal entries, 
and the use of preclearance procedures. We concur in the Department’s view that 
some amendment of the Tariff Act with respect to two of these problems is neces- 
sary but we believe the provisions in this bill should be amended. 

As the committee knows, the consular invoice is a document describing the 
goods which is made out by the shipper abroad and certified by a United States 
consul. Section 16 of the bill would relieve the shippers of preparing such a 
document if the shipment is valued at less than $250. At the present time, the 
exemption applies to goods valued at less than $100. We certainly concur with 
the Treasury Department that something should be done to relieve shippers of the 
onerous requirements of securing consular invoices, but we think the document 
should be eliminated. That invoice is extremely complicated to prepare. It 
delays shipments substantially, is expensive, and is unnecessary. To demonstrate 
how complicated it is, let me point out that although the form itself consists of 
two sides of one sheet, nevertheless, the instructions for preparing the form 
require six pages and these six pages must be understood by foreign shippers. 
The delay involved includes not only the filling out the form but the shipper must 
visit the United States consulate, although his office may be in another part of 
the country, to leave the invoice and oftentimes must make a second visit to pick 
up the verified invoice. Both visits involve delays and increase the expense of 
foreign trade. It may be said that these visits are unnecessary and mail could 
be relied upon, but it is well known that personal appearance is more likely to 
secure the service desired. It will be apparent since shipments from parts of 
South America and Europe can be flown to the United States overnight that it 
may often take longer to secure a consular invoice than it will to fly the goods 
to this country. The form serves no useful purpose in that information needed 
can be secured from the commercial invoice prepared by the seller and from the 
airway bill which accompanies the goods. 

It is significant that management experts, who made a survey of the Bureau 
of Customs at the Bureau's invitation, studied the use of the consular invoice and 
recommended that it be abolished for the following reasons: 

The Customs Bureau is burdened by its attempts to keep consular officers 
constantly advised of proper procedures and inadequacies of the invoices re- 
ceived. The study denies that this work is of any value because the heavy 
workload on consulates forces them to make the certification strictly routine 
and provides little assistance either to the exporters or the Customs Service. 
The protection which is looked for against fraud is often negligible because the 
consular invoice may actually be prepared by brokers in this country and deliv- 
ered to foreign offices for certification. In addition, many appraisements are 
completed before the consular invoice is produced. When the invoices do not 
arrive, extra bonds and forfeitures must be posted by the importer and burdens 
on an already overworked staff are increased. 

We strongly recommend that the form be abolished. However, if that is not 
possible the form should be required only for shipment valued at $500 or more. 
The form is not required today when the value of goods is less than $100, but 
that figure was adopted so long ago that we believe to admit an equivalent 
amount of goods today without a consular invoice would require the value to 
be set nearer $500. This is supported by the recent increase to $500 as the 
value of the goods which may be brought to the United States duty-free by 
returning residents. Until just recently that figure was $100, but Congress, rec- 
ognizing the difference in the purchasing power of the dollar, raised it to $500. 
To increase the value of goods which do not require a consular invoice to $500 
would make these two actions consistent. 

This same section of the bill, namely, section 16, also recognizes the desira- 
bility of broadening the use of informal entries. Thus this section would provide 
that informal entries which now may be utilized on shipments valued up to $100 
be applicable to shipments valued up to $250. Under the informal-entry pro- 
cedure the employees of the Customs Service themselves prepare all the docu- 
ments necessary and these are then signed by the owner or the agent making 
the entry. The Government is adequately protected in that its own employees 
prepare the forms and collect any duty which is assessable. The informal 
entry was devised to enter shipments on which vety little duty is collectible. 
Thus, the 555,221 informal entries in 1950 produced only an average of $3.68 of 
revenue. If these shipments had been processed by formal entry, which cost 
the Customs Bureau an average of $18.98 (in 1947), the transactions would have 
represented a substantial loss above what was collected as reyenue from the 
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entry. We heartily concur with the Treasury Department that the informal- 
entry procedure should be used more extensively, and we have three suggestions 
as to how its use should be broadened. 

First, we believe that goods valued up to $500 or less should be subject to 
informal entries. This larger figure would be an appropriate recognition of 
the change in purchasing power of the dollar and make the amount of goods 
which could be admitted by informal-entry consistent with the amount which 
can be brought back by a returning resident. Secondly, the bill should provide 
that goods on the free list which are not subject to customs duty should also 
be admissible under the informal-entry procedure. Since no duties are collectible 
on goods entering under the free list, there is no justification for imposing on 
such goods the complicated delay and expensive procedure of the usual formal 
entry. 

The third recommendation is that the bill should make clear that air carriers 
ean make informal entries on behalf of their consignees. The great speed with 
which air carriers can bring goods to the United States combined with the speed 
with which the goods can move from ports of entry to inland cities make it essen- 
tial that air carriers be authorized to make informal entries. Thus, a lady’s 
blouse can come from Paris to New Lork overnight, be in Detroit before the close 
of business on the day it arrived in New York, and be on the shelf of a Detroit 
store about 36 hours after it left Paris. To do that, however, it would be 
necessary to clear the goods through customs in New York at any hour of the 
day or night. The customs inspectors are available in New York around thi 
clock and the airlines operate around the clock, but because the airlines are not 
permitted to make informal entries, this optimum speed of air transportation 
cannot be realized. The shipments that arrive late in the day, during the 
night, or on holidays, have to wait until the following business day or longer to 
secure entry. The alternative to waiting 24 to 96 hours in New York is to put 
the goods in bond at New York for carriage to Detroit. To do this the earrier 
must prepare nine copies of the in-bond form. On arrival there, the carrier is 
quite likely to tind that the Detroit port of entry can accept no bonded goods 
because of lack of space and the carrier must either provide its own space or 
carry them on to another port such as Chicago. If the carrier takes them on to 
Chicago he is quite likely to discover that 2 weeks’ time is required to make an 
entry there because of the backlog of work. In any event, the Detroit consignee 
must appoint a broker in Chicago in order to enter the shipment After all this 
delay, the consignee must still get the goods shipped back to Detroit This is 
hardly the expeditious service which the airline is capable of and anxious to 
provide. A similar awkward inconvenience exists when the cons gnee lives at a 
point which is not a port of entry. Thus a shipment from Paris to Waukegan, 
Ill., which is not a port of entry, could be cleared at New York informally by the 
carrier and be shipped directly to the consignee just as though it were a domestic 
shipment. But if it is placed in bond in New York, it must be sent to a port of 
entry and the Waukegan consignee must appoint a broker in a distant port to 
clear the shipment and then have it moved forward at a later date. If 2 weeks 
are required to get a package from Europe, a boat will serve as well, as all the 
speed is taken out of air transport. 

There is no danger to the United States customs revenues from permitting air 
carriers to use this procedure, First, the forms are prepared by United States 
customs employees; secondly, the certificated air carriers are all bonded to 
protect the United States Government against the loss of any revenue. In fact, 
certain of the officers in the Customs Service suggested that informal entries be 
used to expedite the handing of air-cargo shipments. 

We have tried for more than 8 years to secure a clarification of our rizht to 
enter goods in this manner, but we have not yet had a decision by the Treasury 
Department. We have had no answer to a letter which 8 years ago requested per- 
mission to make informal entries. Two years ago the Customs Service held a 
hearing on this problem in Baltimore, Md., but we have not been able to learn 
the result of that hearing. We strongly recommend that this committee make 
it perfectly clear by statutory language that airlines may enter goods informally 
within the values prescribed by the statute. A suggested amendment is attached 
to this statement as appendix A. 

Customs procedures applicable to aircraft could be simplified with economy 
to the United States Government by the preclearance of aircraft at cities outside 
of the United States before they arrived at points in the United States. Thus 
aircraft coming to the United States from Montreal, Canada, could be inspected 
at that point regardless of where the aircraft finally landed in the United States. 











102 CUSTOMS SIMPLIFICATION ACT 


There are several important advantages to the United States Government from 
this procedure. The United States could save expense in terms of the number 
of inspectors necessary to handle incoming aircraft. For example, aircraft 
operating from Montreal, Canada, to Syracuse, Albany, Rochester, New York 
City, Boston, and Tampa, use inspectors at all of those points, whereas if the 
aircraft were inspected at Montreal before departure, inspections could be elim- 
inated at destination. 

The lLnmigration Service has recognized the great advantages of preclearance 
and is today inspecting the passengers on aircraft at Toronto before the planes 
enter the United States. The Immigration Service is also anxious to start such 
preclearance at Montreal, Canada. The Customs Bureau has recently maug- 
urated preinspection at Toronto but under a condition which denies much of the 
benefit of preinspection. Even though Customs is willing to examine passengers 
and their baggage and accept payment of duties before the aircraft takes off 
from Toronto, it nevertheless requires the operators to file forms when the 
aircraft arrives in the United States. This requires the maintenance of employ- 
ees at destination for the sole purpose of receiving those documents. This, of 
course, increases the expenses and reduces the desirability of preclearance. We 
strongly recommend that this coinmittee adopt an amendment to this bill au- 
thorizing the Customs Service to avail itself of preinspection procedures to the 
fullest extent possible and to permit the greatest savings in its own and the vir 
carriers’ operations. The suggested amendment is attached as appendix b. 

We appreciate the opportunity to appear before your committee to discuss this 
important legislation. We have several other comments to make on the bill but 
they are of such detailed character that our purpose can be accomplished by 
merely inserting them in the record at this point if the committee approves, 
These supplementary comments are attached to the statement filed with the com- 
mittee. 

APPENDIX A 


AMENDMENT TO H. R. 5505 


Amend the bill by adding a new section 25 to read as follows: 

“Sec. 2D. Section 498 of the Tariff Act of 1980 (U.S. C., 1946 edition, title 19, 
sec. 1498) is amended by adding at the end thereof a new subparagraph (c) to 
read as follows: 

“*(c) Notwithstanding any other provision of the Tariff Act of 1930, as 
amended. ‘The Secretary of the Treasury is authorized to prescribe rules and 
regulations for the declaration and entry by the operator of aircraft of merchan- 
dise not exceeding $500 in value imported aboard such atireraft.’ ”’ 


APPENDIX B 
AMENDMENT TO H. R. 5505 


Amend the bill to provide for preclearance of aircraft by adding a new section 
26 to read as follows: 

“Src. 26. Insert after section 439 of the Tariff Act of 1930, as amended (U.S. C. 
1946 edition, title 19, sec. 1439), a new section 439 (a) to read as follows: ‘Not- 
withstanding any other provision of the Tariff Act of 1950, as amended, the 
Secretary of the Treasury may, by regulation, authorize the customs officers and 
employees at points outside of the United States to accept the entry of, make 
appraisals, and classify merchandise destined to the United States, and to 
search persons and baggage, to board aircraft, to accept deposit of duty, and 
reports of aircraft destined to the United States to the same extent that such 
entry, appraisal, classification, deposit, or report would be accepted or could be 
made at a point of entry in the United States. The Secretary may, by regulation, 
relieve operators of aircraft, persons, baggage, and other merchandise which have 
met the requirements imposed by regulation, pursuant to this section, from 
entry, appraisal, classification, reporting, and any other requirement imposed on 
arrival at a point of entry in the United States. If any person knowingly and 
willingly with the intent to defraud the revenue of the United States smuggles or 
clandestinely introduces into the United States any merchandise contrary to 
law, or makes out or passes, or attempts to pass, any false, forged, or fraudu- 
lent invoice, document, or paper through the points established by the Secretary, 
pursuant to this section, shall he deemed guilty of violating the Tariff Act of 1930, 
as amended, to the same extent, and shall be subject to the same penalties as 
though such action had taken place at a port of entry in the United States.’ ” 
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SUPPLEMENTARY STATEMENT FILED BY Stuart G. Treton, GENERAL COUNSEL OF THE 
Arr TRANSPORT ASSOCIATION OF AMERICA 


In addition to the testimony presented for the committee we wish to submit 
the following comments on the above bill. 

We favor the adoption of section 11 which would authorize the Secretary of 
the Treasury to disregard certain differences between the estimated duties or 
taxes deposited and the total amount of duties or taxes accruing when such a 
difference is no more than $5. Likewise, if the aggregate value of articles brought 
in by any individuals does not exceed $10 such goods may be admitted free subject 
to regulations of the Secretary of the Treasury. These amendments of existing 
Tariff Act are desirable in that they relieve both the Customs and members of 
the public from red tape which is more expensive than the revenue which it 
secures. 

Section 6 of the bill recognizes that travelers seeking to pass through the Unit- 
ed States should not pay duty on goods they are carrying with them and exempts 
from duty articles not exceeding $200 in value accompanying a person in transit. 
It is particularly desirable to relieve an air traveler passing through the United 
States from customs red tape because of the short time such traveler will be here. 
For example, a traveler moving from Mexico to Europe by air will have only 1 
hour in San Antonio to prepare any forms necessary to permit his baggage 
to go to New York or Boston to connect with an aircraft bound for Europe. 
At the present time the preparation of in-bond forms at the point of arrival 
in the United States may take so much time as to cause the passenger to miss 
his onward flight. This bill in section 6 would amend paragraph 1798 to exempt 
$200 worth of articles, thus giving some recognition to this problem but we ree- 
ommend that the value of articles exempted be increased. It is understandable 
that a traveler from Mexico to Europe, for example, may well wish to take 
personal property and other articles with him exceeding $200 in value. We rec- 
ommend that the figure be set at S500. We suggest therefore that paragraph 
(b) (3) on page 6 read “not exceeding $500 in value of dutiable articles accom- 
panying such a person who is in transit to a place outside United States customs 
territory and who will take the articles with him to such place Since such 
goods may be brought into the United States only on the condition that they be 
removed with the alien in transit, this exemption would not permit the goods to 
enter the commerce of this country. 

We recommend that in additiou to the provisions included in the bill and in 
addition to those provisions recolumended in our testin ony, the bill include a 
provision amending section 484 of the Tariff Act of 1930 to permit entries to be 
made within 72 hours of the entry of the vehicle which brought the goods, 
At the present time that section requires that entry be made within 48 hours 
and failing entry within that period the Customs Service can require that the 
goods be placed in storage. Placing goods in storage involves expensive bonded 
transport, storage charges, it increases substantially the handling required by 
customs ollicials and adds to the inconvenience of the importer. We urge that 
this inconvenience be imposed only if the importer has not entered the goods 
Within 72 hours of its arrival. 

There remains one practice in the present customs procedure which works 
hardship on air carriers and shippers by air to which we wish to direct the com- 
mittee’s attention. That is the transportation entry using Customs Form 
7512. 

The procedure relates to the following transaction. When shipments enter 
the United States for the sole purpose of transiting the United States to a port 
of export, the goods proceed under the transportation entry and move under bond 
to assure their export rather than their entry into the commerce of this coun- 
try. If a shipment from Mexico City to London, for example, enters at San 
Antonio, it is placed in bond at San Antonio to be released at Boston or New York 
for transshipment to London. To employ that procedure it is necessary for the 
carrier to prepare nine copies of the prescribed form. If while the shipment 
is en route to New York, it is determined that the shipment must be exported 
from Boston rather than New York, the carrier must prepare another two copies. 
We believe that the preparation of these 11 copies is not oDly wasteful and may 
delay the shipment many hours by missing an advantageous connecting schedule, 
but are unnecessary for customs purposes. We believe that the basic customs 
requirements would demand only four copies and not 11. Thus one copy of 
the entry could be left at San Antonio and three copies proceed with the goods 
to the port of export. At the port of export the second copy could be marked 
by the collector and returned to San Antonio to close the case in San Antonio. 
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A third copy could be sent to Washington for control purposes and the fourth 
copy could be retained at the port of export. Nevertheless, at the present time 
11 copies of the form are required. 

Senator Horry. The next witness is Mr. Hinckley. Have a seat, Mr. 
Hinckley. 


STATEMENT OF HUGH F. HINCKLEY, ASSOCIATED REPRESENTA- 
TIVES OF STAFFORDSHIRE POTTERS 


Mr. Hrxcruey. My name is Hugh Hinckley, and I am with Doul- 
ton & Co., Inc. , but I'am here, Mr. C hairman, before you on behalf of 
the Associated Re presentatives of Staffordshire Potters. 

This group composes 14 importers of fine chinaware and fine earth- 
enware products from the United Kingdom. 

You gentlemen may well be familiar with products of our group, 
such as W edgwood, Spode, Royal Doulton, Minton, Royal Worcester, 
and Crown Derby. 

On behalf of our association we urge that your committee submit an 
adverse report to the Senate on H. R. 5505 unless the bill be amended 
to prevent discrimination which will be against the interests of Amer- 
ican importers handling these fine sarthenware and chinaware 
products. 

At this point, gentlemen, I wish to state that our objections are 
limited solely to section 13 of the bill, namely, the value section. The 
other sections of the bill we are in general sympathy with, and the 
broad purposes and desires to cut red tape, speed up customs pro- 
cedure to the advantage of both importer and Government alike; we 
entirely concur with that. 

The proposed Customs Simplification Act by section 13 thereof 
would eliminate the use of foreign value as the basis for appraising 
merchandise, and require our customs appraisers to apply (1) export 
value or, secondly, United States value, thirdly, comparative value, 
or lastly, constructed value, in determining the prices for ad valorem 
rates of duty. 

We are presently operating, gentlemen, in our industry, very satis- 
factorily under the foreign-value provision. We have never been 
informed by any customs ‘officials that applications of foreign value 
to our products have resulted in delays, additional expense to the 
Government or inconvenience. 

This is a practice which has been in process for some decades. Cus- 
toms officials understand the nature of our product. They under- 
stand the prices at which they are offered for home consumption in 
the United Kingdom, and on the other hand, we also understand, cus- 
toms practices and how they work. In general, it has been an amicable 
association on this foreign-value basis. 

It is, therefore, our contention that foreign value should continue 
to be the basis for determining the dutiable value in this industry. 

And now to treat the values which this new bill proposes. The 
first one is export value. It presently provides “freely offered to all 
purchasers,” and so forth. There have been suggestions made, we 
understand, from some quarters, that this export- -value provision 
might be amended so that instead of stating “all purchasers,” some 
statement to the effect will be provided for purchasers who are finan- 
cially independent of the seller. If such a provision is stated or such 
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an amendment is presented before you, we respectfully submit, gen- 
tlemen, that this will not take care of all of the members of our in- 
dustry, and, therefore, it is our desire to operate under the value 
basis that we have now successfully been working on for many years 
and have this rejected altogether. 

We are exclusive importers of specific lines of earthenware and 
chinaware. Our factories and suppliers in the United Kingdom do 
not, in point of fact, actually freely offer these to all customers in 
this country. There are certain agents’ owned companies, and so 
forth, who handle the entire supply of these goods, that is, the entire 
importation. For this reason there is grave doubt as to whether ex- 
port value as it is presently set up would be applicable. 

The second basis is United States value. Here again the tradi- 
tional practices in this trade are to offer our wares for sale country- 
wide, but in certain stores throughout the country. It does not neces- 
sarily mean in every possible outlet throughout the country. It would 
not be possible to do so. 

Strict interpretation of United States value would, therefore, rule 
us out under this yardstick. 

We then come to the third value basis, namely, comparative value, 
and we submit that in this yardstick there is a broad discretionary 
power placed in the hands of customs appraisers which would leave 
actual results in considerable doubt. 

For example, it has been stated under the new proposal that apprais- 
ing officers would calculate the value of an 8-inch plate from, say, 
ine value of a 10-inch plate, or it might be used by appraising officers 
co calculate or estimate the value of a chinaware item from an exactly 
similar earthenware item or some combination. Whether comparative 
value would be resorted to, of course, we are not sure. Nevertheless, 
it seems to us that this provision could be very detrimental in that a 
businessman is uncertain as to just what his costs are actually going 
to finally be. It will be at the discretion and caprice of the customs 
appraisers. 

Furthermore, it may be subject to the same difficulty of export value 
and United States value, namely, this “freely offered” provision. 

It is therefore feared that such a broad provision might constitute 
an open invitation to appraising officers to arbitrarily fix values on 
imported products, with the extent of possible court review and 
corrective action being in some doubt. 

We come down next to the final value yardstick which is offered, 
namely, constructed value or cost of production. This has been stated, 
and in the recent past, as having difficulties. It involves by section 
102 of the Tariff Act of 1930 investigations being made abroad. It, 
of necessity, brings up cost-accounting systems which are less clearly 
defined abroad than they are even in this country. With a wide 
variety of items there could readily be conside rable burdensome ex- 
pense to the Government, delays in gathering factual data. and, conse- 
quently, difficulties in carrying on import business in this type of 
merchandise. 

For these reasons, we believe constructed value should only be 
resorted to in the final analysis, in other words, when no other value 
lis possible. 

Actually, we come back to our previous point that under the present 
statute insofar as our industry is concerned, foreign value is a feasible 
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method. It works easily, it is quite simple. The price for which 
these products are offered for sale in the United Kingdom is the same 
price at which they are billed to us, and upon that price duty is 
assessed. 

Our imports have been going on for quite a number of years. Prices 
change occasionally, but not from day today. There is no spot change 
in the market; it is a stable, fixed item. 

Insofar as our industry is concerned, therefore, we submit that the 
repeal of foreign value would result in leaving the appraisement of 
our products up in the air without fitting us into any one of the 
suggested bases of value, other than comparative value. We have 
already stated our objection to this as hypothetical, as unrealistic in 
practice, and a yardstick which would be very difficult for a business- 
man to use, 

We therefore urge this committee to amend H. R. 5505 and restore 
foreign valué as a basis for appraising imported merchandise. Unless 
this bill is so amended for products of our industry or whoever else 
may be similarly situated, then, although we are in broad agreement 
with the principles involved and the objectives of the legislation, we 
believe the bill should be defeated and the existing law left in its 
present form. 

(The prepared statement of Mr. Hinckley is as follows :) 


STATEMENT OF HuGcu F. HINCKLEY ON BEHALF OF THE ASSOCIATED 
REPRESENTATIVES OF STAFFORDSHIRE POTTERS ON H. R. 5505 


The association consists of importers of fine earthenware and chinaware from 
the United Kingdom, and is composed of 14 members. This committee will 
probably recognize the names of several of the products imported by our mem- 
bers, such as Wedgwood, Spode, Royal Doulton, Minton, Royal Worcester, and 
Crown Derby. We urge the committee to submit an adverse report to the Senate 
on H. R. 5505 unless the bill be amended to prevent discrimination against the 
interests of American importers handling fine earthenware and chinaware 
products. Our objections are limited solely to section 18 of the bill. 

The proposed Customs Simplification Act by section 13 thereof would eliminate 
the use of foreign value as the basis for appraising merchandise and require 
customs appraisers to (1) apply export value, (2) United States value, (3) 
comparative value, or (4) constructed value in determining the price at which 
imported merchandise would be appraised for the purpose of assessing ad 
valorem rates of duty. At the pesent time we are generally operating very 
satisfactorily under the foreign-value provision, and we have never been informed 
by any customs official that the application of foreigu value to our products 
results in delays, inconvenience, or additional expense to the Government. 
Customs officials understand the manner in which this merchandise is offered 
tor home consumption in the United Kingdom, and we, on the other hand, under- 
stand customs’ requirements upon the importation of such merchandise into 
the United States. It is therefore our contention that foreign value should 
continue to be the basis for determining duitable value for our industry. 

Sugzestions have been made that section 13 of the bill be amended in a manner 
which could possibly permit the products of some of our members to be appraised 
upon the basis of export value. The proposal, we understand, is to eliminate 
the requirement that merchandise be freely offered to all purchasers, and the 
demands of the statutes are met if merchandise is offered to importers who are 
financially independent of the seller. In the case of some of our members, 
this amendment, if adopted, would ont solve the problem which the repeal of 
foreign value would create. Accordingiy, if this committee be requested to amend 
the bill along the lines indicated, we trust it will bear in mind that the change 
in language in connection with the definition of “freely offered” will not benefit 
all of the members in this association. 

We are exclusive importers of specific lines of fine earthenware and chinaware 
The factories or suppliers in the United Kingdom will not freely offer these 
articles to other buyers in the United States, and this restriction would prevent 
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the application of export value to this type of merchandise Our methods of 
distribution in the United States, which are traditional in this trade, would 
operate as restrictions preventing the application of United States value to our 
products. 

The next possible basis of value under the new proposal is Comparative value. 
It would be difficult to find language vesting broader discretionary power in 
administrative officers. For example, it has been stated that this new proposal 
is intended to permit appraising officers to calculate the value of an S-ineh 
plate trom the value of a 10-inch plate, or it might be used by appraising officers 
to calculate or estimate the value of a chinaware item from a corresponding 
earthenware item, or the reverse. Whether comparative value would be resorted 
to as the basis of appraisement for chinaware and earthenware cannot, of course, 
be foretold at this time. The provision would seem to be still subject to the 
limitations of export value and United States value, i. e., that the merchandise 
must be freely sold in usual wholesale quantities, etc. 

It is feared that this broad provisoin might constitute an open invitation to 
appraising officers to arbitrarily fix values on imported products with the extent 
of possible court review and correction of such administrative action, consider- 
ably in doubt. 

The use of constructed value or cost of production as it is presently denom 
inated in the statute is open to the same complaint of customs officers that has 
been voiced in connection with the ascertainment of foreign value. In proposing 
the Customs Simplification Act, Customs officials have stated the provision for 
foreign value should be repealed, since it has caused considerable delays to 
importers, has increased the burdens of the Government, and also resulted in 
additional expense to both importer and the United States in gathering necessary 
factual data. Even if this were so, the same complaint might well be made in 
ascertaining the so-called constructed value or, as it is now known, cost of pro 
duction. Since it is necessary at the present time in ascertaining cost of produc 
tion under section 402 of the Tariff Act of 1930 for investigations to be made 
abroad, delays necessarily occur in the ascertainment of value pending the com 
pletion of such investigations, and additional expense is borne both by importers 
and the Government in collecting data. For these reasons we believe that re 


course to constructed value should be had only in rare instances when no other 
basis for determining value can be ascertained. Under the present statute 
insofar as our industry is concerned, there is a feasible method, expeditiously 


operated, to determine the value of the products imported by our members. The 
measure of value is simple and direct, namely, the price at which these fine 
earthenware and chinaware products are offered for home consumption in the 
United Kingdom, i. e., foreign Value. 

Insofar as our industry is concerned, we submit that the repeal of foreign value 
would result in leaving the appraisement of our products up in the air without 
fitting us into any of the suggested bases of value other than comparative value 
We have already stated our basic objections to the use of this hypothetical valu 
which is unrealistic in practice and does not furnish any vardsticks by which a 
businessman can measure his costs. 

We therefore urge that this committee amend H. R. 5505 and restore foreign 
value as a base for appraising imported merchandise. Unless section 13 of the 
bill be amended to provide for the use of foreign value for products of our indus 
try or others similarly situated, then, although we are sympathetic with the broad 
purposes and objectives of the legislation, we believe the bill should be defeated 
and existing law left in its present form. 


Senator Hory. Any questions? If there are no questions, thank you 
very much, Mr. Hinckley. 

This concludes the hearing today. The hearing will now be recessed 
until tomorrow at 10 o'clock. 

(Whereupon, at 11:55 a. m., a recess was taken until 10 a.m. Thurs- 
day, April 24, 1952.) 


9S600—52 8 

















O15 
eo1. 


Re 


He 


th 
pr 
wi 
fo: 
vo 


3 | 


po 


sh 
in 
be 
be 
st 

in 
th 
th 








CUSTOMS SIMPLIFICATION ACT 





THURSDAY, APRIL 24, 1952 


Unrrep Strares SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
$12, Senate Office Building, Senator Robert S. Kerr presiding. 

Present: Senators Kerr, Frear, Butler of Nebraska, and Martin. 

Also present: Elizabeth B. Springer, chief clerk; and Serge N. 
Benson, professional staff member. 

Senator Kerr. The committee will come to order. 

Mr. Strackbein, come around and sit down. 

To begin with, we will insert in the record a statement of the 
American Farm Bureau Federation, a statement of George Hansen, 
president of the National Retail Dry Goods Association, a statement 
by the drug, chemical, and allied trades section of the New York 
Board of Trade, a statement of Mr. Oren O. Gallup, executive vice 
president of the Export Managers Club of New York, and a statement 
of Senator Karl FE. Mundt. 

(The documents referred to are as follows :) 


AMERICAN FARM Bureau FEDERATION 
Washington, D. C., April 21, 1952. 
Re Customs Simplification Act of 1951 (H. R. 5505). 
Hon. WALTER F. GEORGE, 
Chairman, Senate Committce on Finance, 
United States Senate, Washinaton, D.C 

Drar SENATOR GrorGE: The American Farm Bureau Federation recommends 
the enactment of legislation which will simplify and expedite existing customs 
procedures to the maximum feasible extent, including any provisions which 
will result in more uniform and rapid classification of products and commodities 
for customs purposes. We believe that H. R. 5505, now under consideration by 
your committee, will accomplish the primary objectives toward this end. 

This subject has been considered by the voting delegates of the American Farm 
sureau Federation on several occasions. We quote the following applicable 
portions of our resolution dealing with this subject: 

“The reduction of customs barriers and a freeing of world trade from the 
shackles of currency and quantitative trade restrictions should be the most 
important objectives of the United States trade policy. These objectives must 
be considered not only in our own economic self-interest, but rather in a firm 
belief that the creation of healthy economic conditions and the development of 
strong self-supporting economies in the nations of the free world are vitally 
important to our security. If America is to be effective in helping accomplish 
these objectives, we must look realistically at our own trade policies and make 
the necessary changes in order to contribute our part in this endeavor. 

“We again recommend that our customs regulations be modified under existing 
tariff schedules in order to encourage expansion of international trade. Even 
though provisions are made in the ITO Charter to accomplish this purpose, we 
recommend that the proper agencies of Government take the necessary steps to 
modernize the United States customs regulations. We recommend passage of 
legislation to accomplish this.” 

109 
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H. R. 5505 has as its maior objectives the streamlining and simplification of 
customs procedures. The subject is a highly technical one. We are in no posi- 
tion to conelude that each and every provision of the bill is desirable ; however, 
we do want to support the major objectives of this bill and to recommend to the 
Committee on Finance their approval of the bill with whatever revisions your 
scrutiny will disclose as being desirable to accomplish these major objectives. 

In recent months the Treasury Department, through administrative instruc- 
tions to customs officials, has clarified many of the complicated provisions of our 
customs procedures. We believe that a great deal more can be done by the 
Treasury Department under existing legislation. With a continued effort by 
the executive branch of our Government toward customs simplification, together 
with the major objectives of this bill, our customs regulations can be materially 
improved. 

We respectfully request that this letter be made a part of the record in lieu 
of personal testimony before your committee. 

Sincerely yours, 
JoHN C. LYNN, Legislative Director. 


STATEMENT OF GEORGE HANSEN, PRESIDENT, NATIONAL RETAIL DRy Goops 
ASSOCIATION 


My name is George Hansen. I am president of the National Retail Dry Goods 
Association, a voluntary association of 7,500 department and specialty stores 
located in every State in the Union. 

I want to bring to the attention of the committee the strong objections of 
our association to section 321 of H. R. 5505, now being considered by the com- 
mittee. 

This bill, according to its title, is designed to simplify the customs procedures 
now in use. Certainly, no one could object to such a worthy purpose. How- 
ever, incorporated in this legislation in section 321 is a provision that would 
if this bill is adopted, open up the floodgates of foreign competition for American 
retailers. I want to believe that the author of this legislation did not appreciate 
the danger that is inherent in this one section of the bill. 

The retailers of this country are well schooled in the field of competition. 
When a man or woman enters the retail field they do so with the knowledge 
that to succeed they must be able to serve the consuming public with merchandise 
they want and at a price they are willing to pay. If they fail to serve, their 
store cannot remain in business. This we understand. However, American 
retailers cannot compete with foreign firms under the circumstances that would 
be created by this legislation. 

We must maintain attractive places of business. In order to serve our cus- 
tomers we must go into the market and buy merchandise in quantities to satisfy 
demands, in styles and colors that will appeal and be ready to do everything 
that a purchasing agent for the customer is expected to do. 

In addition to the above we must hire expert help to man our stores, promote 
the sale of goods, for after all the economy of this country prospers not because 
of the goods our factories produce, but rather upon what is sold across the 
counters of our stores. 

Now, once we have the store, the merchandise and the staff, we are ready to 
do business. However, then comes the burden of taxes that are levied by the 
Federal, State, and local governments. Many States and many municipalities 
have sales taxes. Then, too, when we import foreign-made goods we must pay 
duty upon them before we can offer them for sale, 

Contrast this situation with that of the foreign operator, if this bill is adopted. 
According to section 321 of H. R. 5505, a foreign operator, no doubt from a country 
that has been the recipient of billions in aid, partially paid by the taxes upon 
American retailers, can advertise and sell in this country goods selling for 
$10 a shipment and mail them to our customers duty-free. The irony of this 
situation is that we would find some of the tax dollars we have paid being used 
to damage us. 

A European operator could place an advertisement in a newspaper or magazine 
in the United States and offer to sell gloves, handbags, slippers, blouses, skirts, 
sweaters, perfumes, costume jewelry, cosmetics, and a host of other items. These 
items could be priced upward of $10. Realize that the advertiser does not 
maintain any quarters in this country. He does not pay any real-estate, income, 
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or other taxes. He does not pay any duties. He does not maintain a selling 
force. His only expense would be the advertisement. 

The members of the National Retail Dry Goods Association feel that this 
type of competition should not be permitted and we are hopeful that your com- 
mittee will delete this harmful section. An amendment to the House bill was 
considered by some to remove the harmful features of section 321. This 
amendment would prevent C. O. D. shipments under this bill. But, gentlemen, 
I can assure you that any American consumer who could buy for $10 a sweater 
that an American retailer could not offer for less than $18 or $19 would not be 
discouraged by the bar against C. O. D. shipments. 

We sincerely believe that this section is unfair, unjust, and places upon one 
segment of our economy a double load. The retailer would be forced to help 
pay the bill for foreign aid and then be placed in jeopardy by foreign competition 
created by this legislation. 

In closing, let me urge your serious consideration of this appeal. The members 
of our association sincerely hope that the committee will delete section 32 
of H. R. 5505. 


DruG, CHEMICAL AND ALLIED TRADES SECTION, 
New York Boarp or TrAvE, INC., 
New York, N. Y., April 22, 1952. 


Customs Simplification Bill (HL. R. 5505). 
Senator WALreR F. Grorce, 
Chairman, Senate Committee on Finance, 
Senate Office Building, Washington, D. C. 

Siz: The drug, chemical ,and allied trades (DCAT) section of the New York 
Board of Trade, through its membership of more than 750 members, represents 
a cross section of the country’s drug- and chemical-manufacturing industry and 
others closely related thereto. This section is keenly interested in true simpli- 
fication of customs administrative procedure. 

As chairman of this section, I have the honor of presenting herewith our 
testimony in writing on H. R. 5505, the bill on which you and your committee 
are now holding hearings. This is respectfully submitted for the consideration 
of the Senate Committee on Finance. 

The members of the drug, chemical, and allied trades section of the New 
York Board of Trade recognize that H. R. 5505, the bill now before the Senate, 
is a marked improvement over H. R. 1535, the bill on the same subject, which 
was introduced to the House of Representatives in January 1951. 

Notwithstanding this, there remain two sections in this bill, H. R. 5505, which 
are of predominant Concern to our membership. 

In our written testimony presented to the House Committee on Ways and 
Means during the public hearings on H. R. 1535, predecessor of H. R. 5505, we 
had urged that the sections of our existing laws representing modification for 
the purpose of implementing general commercial provisions proposed in the late 
Habana Charter for an International Trade Organization and in the surviving 
provisionally applied general agreement on tariffs and trade be segregated from 
the bill. Our objective was to facilitate the rapid examination of the balance of 
the sections bearing on the advertised purpose of the bill, simplification of 
customs administration, and to permit careful scrutiny of the sections related 
to the GATT, when that agreement was examined as a whole by Congress, as it 
should be. 

The House did not go along with this line of thinking but did in fact eliminate 
some of the controversial subjects in issuing and approving H. R. 5505. 

The two sections of this bill, which we wish to call to the special attention of 
the members of this committee, are sections 2 and 20, the texts of both of which 
are to be found in the Habana Charter for an ITO and in the GATT. 

Referring to section 2, we consider the proposed modification of the counter- 
vailing duty provisions a weakening of our recourse against the use of an unfair 
method of competition, the subsidizing of merchandise for export to the United 
States by public or private methods. This bill, TH. R. 5505, proposes in section 13 
that export value to the United States become the first and most important basis 
of evaluation for imports, where the rate of duty is, in whole or in part, a per- 
centage of value. The only protection against abuse of this method of evaluation 
lies in effective antidumping procedures and countervailing duty provisions. 
While agreeing that these two special duties should not be piled one on the other 
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but that one or the other be applied as the case warrants, we urge that your 
committee consider the tightening of the terms of our Antidumping Act of 1921, 
by making mandatory the investigations by the Secretary of the Treasury to 
determine the existence or threat of injury, and continuing unchanged, except 
for one amendment, the present provisions for countervailing duties, section 308 
of the Tariff Act of 1930. The amendment referred to is proposed in the bill: 
to insert after the words “corporation shall” in the first sentence the words 
“through multiple officia! rates of its exchange in terms of United States dollars, 
or otherwise.” 

Examining section 20, “Conversion of currencies,” this section proposes prin- 
cipally that we abandon our present system of basing the ratio or exchange value 
of foreign currencies in relation to our national currency unit on the official 
weight of fine gold in each country’s coins. The present proposal is that our 
customs authorities adopt standards of conversion based on par values filed by 
most of its members with an international body known as the International 
Monetary Fund. The IMF was created as a specialized agency of the United 
Nations Organization for the purpose of determining the value of member cur- 
rencies, stabilizing that value, and keeping it stable. For reasons beyond its 
control, the fund has never been able to perform its functions. We think it is 
premature, to say the least, to bring the IMF picture into our customs adminis 
trative provisions. 

While it is a fact that the free circulation of gold coin has been considerably 
reduced, if not prohibited, gold is still the universal medium for settling inter 
ational trade and financial accounts. Gold reserves are generally kept now in 
the form of “bricks.” We tind that the official par values, filed by the members 
with the IMF for conversion of the currencies, for instances into United States 
dollars, are based on the officially proclaimed fine-gold content of each country’s 
monetary unit. This information is public. 

Therefore, to conform our laws to modern practice, it is only necessary to 
change, in section 522 (a) of the Tariff Act of 1930, quoting section 25 of the 
act of August 27, 1894, all references to coin and use the words “monetary units.”’ 
Section 25 would then read: “That the value of foreign monetary units as 
expressed in the money of account of the United States shall be that of the pure 
gold content of such standard monetary units; and the values of the standard 
monetary units of the various nations of the world shall be, ete.” [Italicized 
words are the proposed new words. ] 

With this change, which we recommend, our existing practice of converting 
foreign currencies for customs purpose becomes entirely workable. We see no 
justification for the suggestion to repeal article 25 of the act of 1894. 

As we have written, sections 2 and 20 are the two sections of this bill which 
cause most concern to our membership, but we should not like to close this letter 
without letting the Committee on Finance know that we are thoroughly mys- 
tified and anxious over two items in section 13 of the bill, entitled “Value,” 
which amends section 402 of the Tariff Act of 1980. None of our members are 
experts on customs administration so that we have to refrain from a detailed 
examination of the wording of these two paragraph. We must leave it to more 
expert minds to draw out the meaning, but to us laymen connected with both 
domestic and foreign trade movements, the words seem so vague, so imprecise 
as to make it difficult to understand both the meaning and the scope of the 
proposals. We therefore call these to the attention of the committee for careful 
examination. We are referring to paragraphs (a) (3), (d), and (g) of the 
proposals under section 13. 

The first two, (a) (3) and (d), have to do with the addition of a new basis 
of evaluation for customs purposes, called comparative value, to be used if both 
export value to the United States and United States value cannot be ascertained 
satisfactorily, prior to falling back on the last alternate basis of evaluation 
cost of preduction or constructed value as it is to be renamed in this bill. It 
seems to us that the definition of comparative value, paragraph (d) is so vague 
as to broaden without conceivable limit the area within which a customs ap 
praiser is permitted to use his discretionary powers. This is hound to generate 
interminable litigation and might. in the long run weaken the moral stamina 
of the whole customs service. The appraiser’s power to estimate should be 
reserved as a last recourse after all defined bases of evaluation have been 
exhansted. That is the present procedure, under section 500 of the Tariff Act 
of 1930. 

Paragraph (g) of section 13 entitled “Taxes” is another vague proposal, which 
is taken verbatim from article 85, paragraph 4 of the Habana Charter for an 
International Trade Organization and article VII, paragraph 3, of the provi- 
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sionally effective General Agreement on Tariffs and Trade. Is this a wide open 
invitation that export merchandise be exempted from any foreign internal taxes 
while domestic products have to bear the load of all American taxes on profits 
and excise taxes? What is that text doing in section 13 anyway? Where does 
the proposal apply to any of the suggested bases for evaluation? It might apply 
to “foreign value” but this basis of evaluation is eliminated from the present 
bill. We do not think that paragraph (g) has any place in this bill and we 
urge that it be eliminated. 
I have the honor to remain, 
Yours very truly, 
CHARLES M. MAcAuLey, Chairman. 


THe Export MANAGERS CLUB OF NEW York, INC., 
New York, N. Y., April 21, 1952. 
Senator WALTER GEORGE, 
Senate Office Building, Washington, D. C. 

Dear Mr. SENATOR: The Export Managers Club of New York, Inc., is com- 
posed of export executives of America manufacturing concerns. We have nearly 
700 members located in 22 different States. The companies with whom our 
members are associated produce over 80 percent of the manufactured exports 
from this country. We are anxious, as far as possible, to have international 
trade conducted with as few obstacles as possible. 

For that reason we urge favorable action on the customs simplification bill 
(H. R. 5505). It is our hope that as this bill provides only for simplification 
and bringing up to date customs procedure which has long been needed, that posi- 
tive action will be taken at this time. 

As you of course realize, international trade is a two-way proposition. To 
export we must have imports. Anything which can be done to facilitate the 
proper handling of our imports when they arrived in this country should be done 
without delay. 

May we hope for favorable action on the part of your committee? 

Very truly yours, 
OREN O. GALLUP, 
Executive Vice President. 


UNITED STATES SENATE, 
Washington, D. C., April 22, 1952. 
Hon. WALTER F. GEORGE, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: The committee clerk has informed me that hearings on H. R. 
5505, the Customs Simplification Act, are to begin before your committee today 
I am therefore writing you today in behalf of my amendment to H. R. 5505. 

My amendment to H. R. 5505 was introduced simultaneousiy with S. 2668. 
As you perhaps know, the latter would amend section 305 of the Tariff Act of 
1930 to spell out in clear detail the terms “bounty” and “grant.” The language 
contained in the amendment and 8. 2668 is identical and would, of course, ac- 
complish the same ends. 

I am sure your committee is aware of the fact that our Government is at this 
time endeavoring to expand our domestic wool production to the point of insur- 
ing 360 million pounds of shorn wool in this country annually. During the 
years 1942 and 1943 when our Nation was faced with the monumental task 
of equipping and clothing millions of men for military service, domestic wool 
production was held at a figure considerably in excess of the present goal of 
360 million pounds. In view of the Defense Establishment’s high wool require- 
ments, the Government’s policy at this earlier date to maintain an adequate 
domestic production of wood was indeed commendable. 

It appears to me that the Government's present policy to encourage a supply 
of 360 million pounds of shorn wool is equally provident. Certainly wool is a 
highly strategic commodity, for the importance of wool fiber to the security 
of our Nation and the over-all defense effort is, I believe, without question. 

It is, then, for this reason that I believe that the Congress would be derelict 
in its responsibilities if it were to allow a situation to continue which is in itself 
a threat to the realization of present goals and objectives. I refer to the dump- 
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ing of wool tops on the United States market by the South American countries 
of Argentina and Uruguay. 

In the United States, it costs about 48 cents per pound to manufacture 60s 
grade wool tops from 60s grade wool, yet, Argentine and Uruguayan top 
manufacturers, with the aid of special export exchange rates, are able to 
deliver wool tops in this country at the same price as the wool from which these 
tops are made. 

This is accomplished by the Argentine Government's granting top exporters 
an official export rate of exchange on tops of 714 pesos per United States dollar 
whereas the wool, from which these tops are made, gets an official export rate 
ot only 5 pesos per United States dollar. In actual fact South American manu- 
factured tops have been underselling tops manufactured from wool produced 
in this country by over 3814 cents per pound. 

On April 1, 1952, the Commodity Credit Corporation announced the wool support 
program in the form of a*snonrecourse loan. The nonrecourse program on a 
comparable grade of domestic wool will be approximately $1.51 per clean pound, 
Boston basis. <A top made of this same quality of domestic wool, by adding 48 
cents conversion costs, would cost about $1.99 as compared with the price of $1.52 
for the comparable Uruguayan top. Therefore, it will readily be seen that this 
competition from South American top manufacturers will seriously interfere 
with the operation of the domestic support program so recently put into effect. 

Certainly, if this situation is permitted to exist and is projected into the future, 
not only will the support program for wool so recently announced by the Govern- 
ment be endangered, but the objective of 360 million pounds of wool will be a 
difficult one indeed to achieve. 

Under section 308 of the Tariff Act of 1930 the Secretary of the Treasury is 
authorized to impose countervailing duties equal to the existing bounty or grant 
in just such instances as now exist between this country and Argentina and 
Uruguay. 

The Secretary has been petitioned in this regard but has declined to invoke 
countervailing duties on the basis that the favorable rate of exchange by which 
wool top exporters were granted a 744-peso rate of exchange as compared with 
the 5-peso rate of exchange for exporters of the unprocessed produce is not 
in actuality a bounty or grant but is a penalty against the exporters of the raw or 
unprocessed product. 

It is my contention that the Secretary’s reasoning in this particular instance 
is fallacious and does not reflect the provisions of section 303 of the Tariff Act 
of 1930. Consequently my ameradment to H. R. 5505 would strengthen the 
language contained in the act by spelling out in clear detail the terms bounty 
and grant to include such favorable rates of exchange. 

I believe that enactment of this amendment is essential to the health and 
development of an adequate production of domestic wool and I sincerely hope 
the committee will give it earnest consideration. 

I would appreciate it if you would have this letter made a part of the official 
record for the hearings on H. R. 5505. 

With best wishes, I am 

Cordially yours, 
Karu E. Munopt, United States Senator. 


Senator Kerr. All right, Mr. Strackbein. 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, NATIONAL LABOR- 
MANAGEMENT COUNCIL ON FOREIGN TRADE POLICY 


Mr. Srrackpern. Mr. Chairman, my name is O. R. Strackbein. I 
am Chairman of the National Labor-Management Council on Foreign 
Trade Policy. 

The original bill, as introduced in the House, Mr. Chairman, con- 
tained a number of provisions to which we objected very strenuously. 

Senator Kerr. You say “we;” do you mean the National Labor- 
Management Council? 

Mr. Srrackeern. Yes. 

Senator Krrr. Do you have any further identification ? 
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Mr. Srracksern. This organization is composed of parallel repre- 


niabinn of national and international unions and Management in 
some 15 industries. 


Senator Kerr. Fine. 

Mr. Srrackern. As I say, we opposed very strenuously a number 
of the provisions that appeared in the original bill. We opposed them 
for one principal reason: they had little or nothing to do with cus- 
toms simplification. 

They were imported from the charter of the International Trade 
Organization and the General Agreement on Tariffs and Trade. 

Now, the Ways and Means Committee, in its recommendation to 
the House, eliminated most of those provisions that were objection- 
able to us and to other people. The House pi assed the bill, as recom- 
mended by the Ways and Means Committee, so the clean bill that 
is before the Senate Finance Committee at this time i 
of those provisions to which we took exception. 

The House bill also carried what is called a caveat or a caution or 
a notice that the passage of this bill should not be taken as any in- 
dication or support or lack of support of the General Agreement on 
Tariffs and Trade. 

The reason for that lies in the fact or lay in the fact that since there 
were certain provisions in the bill which were designed to modify our 
existing statutes to bring them into conformity with certain provi- 
sions of the General Agreement on Tariffs and Trade, which were 
in conflict with these existing statutes, it was felt desirable to make 
this clear, that the passage of this bill did not or should not be con- 
strued as an endorsement of the General Agreement on Tariffs and 
Trade, because—— 

Senator Kerr. The purpose was to leave GATT just where they 
found it. 

Mr. SrrackBern. That is exactly it 

Senator Kerr. All right. 

Senator Butter. Your organization is not in agreement with the 

ATT entirely, then ? 

Mr. Srrackeein. No. We thought that if GATT was to be ratified 
by Congress it should be ratified through a bill submitted for that 
purpose rather than by indirection. 

As far as the present bill, H. R. 5505 is concerned, we still oppose 
making injury a consideration in the imposition of a countervailing 
duty. That is not now a requirement of law. 

We also oppose writing in the word “material” before the word 
“injury” in the section relating to antidumping. 

In fact, with respect to the antidumping section we would like to 
see an amendment adopted which would facilitate a finding under 
that section, particularly with respect to the Communist-controlled 
countries of the world. 

At the present time in order to make a finding of dumping it is 
necessary to determine that the price at which the goods are offered 
in the United States or to the United States is lower than that generally 
prevailing in the country of export. 

Now, there are several ways of making that determination: The 
most. direct and natural way of making such a determination is to 
compare the export price with the price in the country of export. If 
the offered price or the stated price is less than the going price in 


free of most 
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the country of export, we have evidence of dumping, but today there 
are a number of countries in which no such investigation can be made, 
where we have no access whatsoever to the necessary data, and where 
a finding of dumping becomes very difficult to establish. 

We feel that under such circumstances when there is a reasonable 
suspicion of dumping, an actual presumption should be raised that 
there is dumping if we are prevented from obtaining the necessary 
data in the country of export. 

In other words, the Antidumping Act, as it stands today, is rendered 
somewhat ineffective; many delays are introduced because we do not 
have access to the necessary supporting data in the foreign country, 
and I am speaking now of the so-called iron-curtain countries. 

Senator Burter. You do not think that there would be any diffi- 
culty, though, in making a decision with reference to the damages 
from dumping here in this country, do you? 

Mr. Srracksern. No. The damage in this country can be estab- 
lished by hearing of the interested parties, and those who are affected, 
but in order to establish the fact of dumping, it is necessary to demon- 
strate that the export price, the price at wastes the goods are offered 
in this country by the exporting country are actu: lly lower than the 
prices prev: ailing in those countries: in ioe words, the definition of 
dumping includes that sort of condition. 

If these countries deny access to the necessary data for proof, our 
enforcement is greatly crippled, and in some instances, perhaps, 
rendered impossible. In other words, the Antidumping Act is frus- 
trated to that extent. 

Now, if a presumption were included in the law—— 

Senator Burier. If what ? 

Mr. Srracksern. If a presumption of dumping—if after a certain 
period of time, 6 months or a year, we have still been denied access 
to the necessary data, then the law could be enforced. 

There are instances today where dumping is alleged, but where 
proof from the other country cannot be obtained simply because we 
have no access to the price information. 

In that event, there is no certain way, and certainly no quick way, of 
establishing proof in this country. The only sort of proof that can 
be obtained is indirect proof, and when we are prevented from getting 
the direct proof from the other countries, the iron-curtain countries, 
our hands are very much tied, and delays are introduced into the 
administration that virtually nullify the antidumping provision. 

Senator Butter. Your suggestion is then to include—to amend this 
to include 

Mr. Srrackpern. Yes, there is a section, section 2 of this bill which 
already undertakes to amend our Antidumping Act, but this sug- 
gested amendment, if anything, will make it more difficult to enforce 
the act than the existing act. Therefore, we suggest this amendment 
which would facilitate enforcement of the act against — that 
are dumped in this country from Communist-controlled area 

Senator Kerr. Wouldn't it be applicable to any areas? I mean, if I 
get what you say 

Mr. Srrackeern. It would indeed. 

Senator Kerr. I take it that your suggestion goes to the principle 
of protecting American economy from dumping regardless of what 
the source might be. 
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Mr. Srracxsetn. That is correct. I have used the Communist- 
controlled countries as examples of areas that do not give us access 
to the necessary price data. 

Senator Kerr. I understand. 

Mr. Srrackeern. If any other country refused to give us that access, 
naturally, the provision should apply to them. 

There is one other spot where I would suggest an amendment, and 
this matter was before the Ways and Means Committee during their 
hearings. It has to do with section 308, subsection 3, and relates to 
the importation of samples not for sale but for the purpose of taking 
orders or with a view to reproduction. 

That particular section has permitted the importation of certain 
items, particularly photoengraved plates under bond, the making of 
electrotypes from these plates, then sending back the original plates 
without payment of duty, and using the e ‘lectrotype made from them 
for printing purposes, photoengraving pur ‘poses. 

Now, we feel that it was not the intention of section 308, when it 
was first written, to make possible any such circumvention of the 
payment of duty. 

Representative Wilbur Mills, of Arkansas, a member of the Ways 
and Means Committee, brought up this question in the hearing before 
the Ways and Means Committee. I have a transcript here of the ques- 
tions that he asked of the Treasury Department witnesses and their 
replies. I would like to have that inserted into the record at this point, 
as well as 

Senator Kerr. Is that already in the House record ? 

Mr. Sracknern. It is in the House record. 

Senator Kerr. How long is it? 


Mr. Stacker. It runs six pages, double-spaced. 
- 

Senator Kerr. All right. 

(The document above referred to is as follows :) 


HEARINGS BEFORE THE COMMITTEE ON WAYS AND MEANS, HoUSsE OF REPRESENTA- 
rIVES, ON THE CUSTOMS SIMPLIFICATION BILL 


[Dates of hearings: August 6, 7, 8, 9, 10, 11, 18, 14, 15, 16, September 13, 14, 17, 18, and 
), 1951] 


* * 


Mr. Mitts. Mr. Nichols, do you find that there is any possibility of abuse, or 
any actual abuse, of section 308, as now in effect? Do you ever find that there 
are articles brought in under this section free of duty which are reproduced or 
copied for commercial use or sale? 

Mr. NicHors. Let me answer that in this way: There is a considerable num- 
ber of cases where importers import goods they mean to reexport within the 
period and then they want to sell the articles. This is particularly the case 
with respect to model gowns. Model gowns are among the articles that are 
subject to this bond procedure and the practice of customs is, where there is 
no reason to doubt the good faith of the importer in intending to export when 
he first brings it in, and if there is a change in circumstances that leads him to 
want to sell, that the bond is canceled on payment of the duty plus 25 percent. 

Now, with regard to fraudulent evasions, the bond procedure is pretty tight 
because, of course, the bond remains in effect and there is a surety company on 
it, and if it is not canceled after the year expires the fiscal controls of customs 
would lead to a demand being made upon the surety company in due course. 

Mr. Mitis. I understand there is a situation which is permissable under 
present law which gives rise to some question in my mind about the proper use 
of this section. Do you know the situation with respect to the photoengraving 
plates? 

Mr. NicHo.s. Yes; I have in mind the situation that you are referring to. 
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Mr. Mitts. Mr. Eberharter, a member of the committee, introduced a bill some 
weeks ago, on April 18 of this year, proposing to exclude from the scope of section 
308, photoengraving plates which are brought into this country for the purpose 
of being reproduced. I understand that these photoengraving plates carry a 
15-percent ad valorem duty; is that right? 

Mr. Nicno.s. A substantial duty. 

Mr. Mitis. But an importer may bring a photoengraving plate into the United 
States under this section duty-free. Then he can make an electrolytic plate of 
the photoengraving and use that electrolytic plate for pictures. As a result, 
the people in this country who are engaged in producing photoengraving plates 
may lose an opportunity for employment. 

I can see that either their standard of living would be reduced to the wages 
of Great Britain or some other country, or else they would have to go into some 
other line of employment. 

I am wondering if it was ever intended originally when section 308 was passed 
to permit its use in such a way as that. 

Mr. NicHovs. Let me call your attention to subsection 3, which permits to come 
under this procedure samples solely for use in taking orders for merchandise, 
or for examination with a view to reproduction. Now, as I understand it—and 
Mr. Johnson can correct me if I get off the beam—the long-established prac- 
tice of the customs service, pursuant to decisions of the customs court, has been 
that the words “for examination with a view to reproduction” cover the situation 
where an article is brought in for the purpose of having reproductions made 
of it. 

You have the case of the model gown, which is one of the cases actually cov- 
ered in the court’s decision, where the model gown was brought in and repro 
duced and other gowns like it were made and marketed. 

Mr. Mitis. Let me interrupt you at that point. I can see that the situation 
of the model gown is in line with this paragraph 8 of section 308, but I have diffi- 
culty in understanding that a reproduction of an electrolytic plate from a photo- 
engraving plate is a reproduction within the meaning of paragraph 3. 

Mr. Nicwous. I might add that I understand the same rule applies to articles 
such as master plates that are made use of in making phonograph records; that 
is to say, you can transcribe somebody's singing abroad and bring in the wax 
recording of that and employ it in making phonograph records in this country 
through various intermediate processes, and reexport the original wax impres- 
sion and have the bond canceled so that the whole thing will be free of duty. 

Under this provision—and I am not in a position to argue all the refinements 
of the proposition which involve an analysis of two or three Customs Court 
decisions and involve of course questions about the legislative history of this pro 
vision—but I understand that until recently it has not been seriously questioned 
that the legislative intent was broad enough to cover this situation. 

If the customs service is wrong, of course the Congress can say so, but where 
a practice is followed for a substantial period of time, and following a court 
decision, the service has naturally felt that whatever original question there 
might have been has been cured by the passage of time. 

Mr. Mirus. It is certainly in the best interests of our own country to bring 
in something that is produced abroad, if we need it here, and from a sample of 
that article we can have something available here that we would not otherwise 
have. But it is hard for me to conceive that those who wrote the Tariff Act of 
1930 intended to create a situation wherein such a practice would develop as has 
grown up in connection with the photoengraving plates. As I understand the 
intention of the people who drafted the act of 1930, they did not intend to put 
articles on the free list except by specific designation. They were thinking rather 
in terms of increasing the duties on most items. 

Mr. JouHnson. Mr. Mills, the customs service adopted the interpretation that 
you have suggested and for a considerable time held that articles could be im- 
ported for examination with a view to reproduction under section 308 (3) only 
if the identical article imported was to be duplicated. However, the court held 
in two different cases, first, that certain model gowns could be imported with 
a view to reproduction therefrom of paper patterns which surprised us a great 
deal, but of course the court determines what the law is. 

Secondly, they held that certain drawings and paintings made by hand could 
be imported for the production of wallpaper. 

Now, from those decisions the present practice has developed, and I do not 
believe that we have gone one iota beyond the principle of those decisions. 

Mr. Mitis. In the beginning you must have shared the thought that the state- 
ment that I am now expressing was a correct interpretation of the law. 
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Mr. JOHNSON. That was our original interpretation. 

Mr. MILs. It would appear to me, notwithstanding the decisions of the 
court. that perhaps your original thought, and the expression of mine today, 
is still the intention of the group who drafted the Tariff Act of 1980. I do think 
that perhaps, as we go further into this matter, it might be well for us to define 
what we mean by “reproduction.” I see that there is a possibility of a growing 
use of this section 308 that would not be in the best interests of the people 
here. There are many things that can be done under it, things which we want 
to continue to permit, because they are in the best interests of our people. 
However, to circumvent the payment of duty by reproduction of a different 
article, such as an electrolytic plate, I think should be corrected before that 
practice spreads to the detriment of those who now produce photoengraving 
plates in the United States. 

Mr. Mason. Perhaps then it is our job to clarify these court decisions so 
that they do not go further than the intent was and perhaps that ought to be 
done in this bill, if it is a clarifying bill. 

Mr. Mitts. That was my thought, that we could do it in the bill. 

Mr. Nicuous. I would like to say, if the committee feels—and I can under- 
stand how they might feel there is a loophole here—we certainly would be glad 
to give whatever assistance we can in drafting a suitable provision. 

I think your bill, Mr. Mills, of course applies to only one of the cases in which 
that rule has been applied. 

Mr. Mitis. That is the weakness of the bill. It should be applied generally 
to exclude every situation where it is not—and I am expressing a personal 
opinion—a reproduction in kind. 

Mr. Nicnois. Just expressing a personal opinion, I would think the commit- 
tee would probably prefer, if they were going to handle this, not to single out a 
specific commodity, but deal with the matter across the board, and if this legis- 
lation has been misinterpreted by the court, then certainly this is the time to 
correct it 

Mr. Cooper. Let me ask a question for information. It is the effect of this 
provision now being discussed in the pending bill to reestablish the interpreta- 
tion that was followed before the court decision to which Mr. Johnson has re- 
ferred? 

Mr. Nicnois. No, sir. The bill that we have before you would not affect 
that at all because all it does is to extend the bond period to 3 years, and if 
you are going to take care of the situation that Mr. Milis is talking about you 
are going to have to have some other amendment that is not now in this bill 

Mr. Mitis. Perhaps Mr. Cooper has in mind that the suggestion I was mak- 
ing with respect to this problem would restore the original interpretation of 
the Bureau of Customs prior to the court decision. 

Mr. Nicnous. You evidently would have to use different language than they 
used before because the court has interpreted the language previously used. 

Mr. Mirzs. Language that would clarify the intent a little more. 

Mr. Nrcnors. Are there any other questions on this section, Mr. Chairman? 
If not, I would like to go on. 

The CHAIRMAN. You may proceed. 


* * x a * * * 


Mr. Srracksern. Then, there is an analysis of the legislative his- 
tory of that particular section going back to 1927, 1929, 1950, that is, 
the Tariff Act of 1930, which develops the reasoning behind the im- 
portation of samples, with the purpose of simply taking orders or with 
a view to reproduction. 

The legislative history, I believe, will show that there was no inten- 
tion whatsoever of permitting importation under bond in the manner 
that has developed, and I would like to offer that legislative history 
and background of this particular section also for the record. It is 
four pages. 

Senator Kerr. All right. 
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(The document above referred to is as follows:) 
{Tariff Adjustment, 1929, hearings, Committee on Ways and Means, vol. 16, pp. 9966-9968 


Mempuis, TENN., July 2, 1927. 
Hon. Husert F. FIsHer, 
House of Representatives, Washington, D. C. 

Dear Str: On account of not understanding the proper procedure, the following 
matter was first called to the attention of Senator McKellar * * 

A few months ago our firm was sent some golf-club heads from ali ake for 
use as patterns or models. We were forced to pay duty, although the heads we 
made from these patterns were for export to Australia. In other words, the 
United States tariff laws * * * operated in this instance to handicap a 
domestic manufacturer trying to develop trade with foreign countries. 

* * * Upon taking up the matter with the Bureau of Foreign and Domestic 
Commerce, I understand that the lack of such authority in our present tariff 
law has proven a handicap to American manufacturers in a number of lines, 
who, like ourselves, are interested in building up their production of goods in 

this country for export by duplicating models and patterns upon which those of 
other countries find a ready demand to exist in given foreign countries. 

* * * Tbeleve you would be doing a service to American exporting manu- 
facturers, generally, if you would * * * introduce * * * a bill modi- 
fying section 308 * * * so as to include among the articles now admissible 
without duty, articles imported by manufacturers of similar products intended 
solely for comparison and reproduction, and not for sale. Manufacturers would, 
I am sure, be willing in such cases to give bond * * * that such imported 
articles will not be resold, thus eliminating any possible objection from domestic 
producers or that there was any weakening of the tariff provisions accorded them 
under the regular duties. 

* * * JT feel that our tariff laws should be designed to protect domestic 
trade, but without interfering with the development of our foreign com- 
merce. * * * 

W. R. Scort, Gotr Suarr & Bock Co. 


Hon. Wiis C, HAWLEY, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. ¢ 

Dear Mr. Hawtey: The Golf Shaft & Block Co., manufacturers and exporters, 
in Memphis, Tenn., find it necessary in their export trade, to bring into this 
country samples of foreign manufacture which are intended solely to be used 
for comparison and reproduction and are not for sale * * *. The secretary 
of this concern expresses clearly the reasons why they would like to have ex- 
emptions from tariff on these samples in the following paragraph of a letter to 
Hon. William R. Green, dated January 19, 1928: 

“Our people have been exporting the materials from which golf clubs are made 
for many years, but these materials were in a stage of manufacture known as 
‘in the rough’—that is, it consisted of rough-sawn dimension stock. For some 
time we have endeavored to develop an export trade for our material in a more 
advanced stage of manufacture. After receiving a great deal of encouragement 
from one branch of our Government that is organized to develop and enlarge our 
foreign trade, it was quite a shock to learn that our tariff laws did not exempt 
from duty samples of foreign manufacture, when intended to be used solely for 
comparison and reproduction, and not for sale, especially when the articles pro- 
duced in an American plant were to be exported, thereby adding to our foreign 
trade.” 

The question was presented to the House legislative counsel as to an amend- 
ment to the tariff laws and it was thought best to add to paragraph 4 “also 
samples intended to be used solely for comparison and reproduction and not for 
sale.” It would seem that it would be only fair to a manufacturing concern, 
which is a large exporter of such things, to permit him to import samples duty- 
free for the purpose of comparison and reproduction, 

I hope the committee will write this amendment into section 308 and add it 
to paragraph 4. 

Very truly yours, 
Huperr F,. Fisner, Vember of Congress. 
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{Tariff Adjustment, 1929, hearings, Committee on Ways and Means, vol. XVI, p. 9784] 


DEPARTMENT OF COMMERCE, 


March 15, 1929. 
Hon. W. C. Haw_ey, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My Dear Mr. HAwtey: In reply to your invitation of February 14 for any 
suggestion relative to the administrative paragraphs of the Tariff Act * * * 
I indicated that we would present shortly a number of suggestions with regard 
to certain of these administrative features which have an interest for 
making the Tariff Act help in the promotion of American export trade. 

* * * This communication will confine itself to matters not involving the 
import-tariff controversies, but rather those primarily affecting our export trade, 
We offer suggestions on three subjects: 


us in 


.. * « a 

> * a * 

8. Temporary duty-free importation of samples for examination and 
possible reproduction. 


The detailed suggestions of the Department on these subject 
for our recommendations are presented in the attached brief 
Very truly yours, 


and the reasons 


EK. F. Morgan, 
Acting Secretary of Commerce. 


[Part of the brief relating to sec. 308 (p. 9786) ] 


Section 808. Temporary free admission of samples for examination and re- 
production 


The Department of Commerce has from time to time been approached by 
American manufacturing concerns with requests for assistance in securing the 
admission into this country of samples of foreign articles which they found were 


offering severe competition to their own products in common-export markets 


These samples the American producers desired to bring to their plants in the 
United States for careful examination with a view to possible reproduction of 
similar articles in the United States. Because of the bearing of these requests 
upon the promotion of American export trade, officials of this Department have 
taken the matter up with the customs service of the Treasury Department, as 
have also a number of American importers themselves, asking whether, in view 
of the purpose for which such importations were desired, they could not be 
granted the privilege of temporary free admission under bond for reexportation 
within 6 months under section 308 of the Tariff Act of 1022. 

It was urged that such importations constitute a close analogy to models of 
women’s wearing apparel imported by manufacturers for use solely as models, 
and to samples imported solely for use in taking orders, which are among the 
cases now afforded such duty-free importations under section 305s. 

In reply to such requests, the Treasury Department has stated that under 
the present law, it finds itself without authority to allow such temporary free 
entry of articles imported for the purpose of examination precedent to possible 
manufacture. 

In view of the fact that the privilege sought is not essentially different from 
those already granted to similar classes of samples under section 308 of the 
tariff law, the Department of Commerce suggests for the consideration of 
Congress the addition to that section of a specific provision authorizing the tem- 
porary duty-free entry under bond of samples intended to be used solely for 
comparison and possible reproduction, but not for sale. 

It is believed that this provision can be granted without injury to domestic 
producers, since the number of articles involved would be very small and would 
not enter the markets of the United States, and with possibly considerable benefit 
in the strengthening of the ability of American producers to compete in foreign 
markets by supplying the type of article which apparently best meets the local 
demand. 
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[Tariff Act, 1930, House and Senate reports to accompany H. R. 2667 (Smoot-Hawley 
bill), pp. 160, 161] 
Section 308 

* * * Molders patterns for use in the manufacture of castings are included 
in the list of articles which may be imported under this section of the 1922 act. 
The attention of your committee has been called to the fact that from their very 
nature such patterns can quickly and easily be duplicated, so that temporary free 
importation is equivalent to relieving patterns from the payment of duty en- 
tirely. They are, therefore, omitted from the list in this bill. 

Samples may be imported under the section only for use in taking orders. 
The amendment extends the privilege to samples imported for examination with 
a view to reproduction. This should materially assist American manufacturing 
‘oncerns Which are meeting severe competition from foreign articles in Common 
export markets, and it is recommended by the Department of Commerce on 
account of its bearing upon the promotion of American export trade. The 
number of articles involved would be small and the samples cannot, under the 
law, enter the markets of the United States without payment of duty. 

Mr. Srrackeern. In order to rectify that section 308, subsection 
3, a separate bill was introduced in the House by Mr. Eberharter, of 
Pennsylvania. The House Ways and Means Committee decided not 
to make this correction in the bill at that time. 

However, in subsequent discussion with Representative Mills, he 
indicated that as far as he was concerned he would be entirely agree- 
able to having the bill amended in the Senate. It is a very, very 
short amendment that would make the correction. 

Senator Kerr. Have you got the wording which you suggest there / 

Mr. Srrackeemn. There is the wording; yes. As you see here, it is 
a very short bill. I could at this point, if you have no objection, 
introduce this into the record. 

Senator Kerr. Let it be inserted in the record at this point. 

(The document above referred to is as follows :) 


[H. R. 3711, 82d Cong., 1st sess. ] 
A BILL Relating to the temporary free importation of samples under bond for exportation 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (3) of section 308 of the 
Tariff Act of 1930, as amended, is hereby amended by inserting immediately 
after the word “samples” the following: “(but not including photo-engraved 
printing plates imported to be reproduced )” 

Mr. Srracksetn. Mr. Chairman, there is only one more matter to 
which I want to address myself, and that is the matter of valuation. 

The present bill would alter our present system of valuation for 
duty purposes. It would eliminate foreign value, and substitute 
therefor export value. 

It is my understanding from conversations with officials of the 
Customs Bureau that most of our imports today are actually based 
on export value. 

At the time of the hearing before the Ways and Means Committee 
I made the statement that it was extremely diflicult to reach a con- 
clusion about the merits of this change. The change was recom- 
mended by the McKinsey firm in its report, but that report was 
confidential. 

I asked to see a copy of it, and was not able to gain access to it. 
The Tariff Commission had a copy, but it was in confidence. 

Senator Butter. What report is this, again, please ? 
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Mr. Srrackeetn. The McKinsey report, upon which this whole 
customs simplification bill is based. It is understood that McKinse 
& Co. is an industrial-management firm that was employed by the 
Treasury Department to make an investigation of the customs ad- 
ministration and to seek methods of simplifyi ing that administration. 
They did recommend this change in basis of valuation. 

As I undertook to say, I assume that the y included in their report 
certain supporting schedules, documents, factual data upon which 
they based their conclusion. 

However, that information, those data, have not been exposed to the 
public, and, so far as 1 know, no one outside of official circles has had 
access to it or has been able to study the supporting data and the de- 
tailed analysis upon which their recommendations are based, and in 
the absence of those data, in the absence of the documentation, in the 
absence of the analytical data gathered by the firm, it is extremely dif- 
ficult. from the outside to come to any conclusion as to the soundness 
of the recommendation and as to any possible exceptions that might 
be made to the recommendations. 

We are in the position of simply having to take the recommenda- 
tion on faith. 

Now, McKinsey & Co. is a reputable management firm of good 
standing; but, nevertheless, in order to pass intelligently on the con- 
elusions reached it would seem highly desirable to have access to the 
detailed analysis upon which they themselves base their conclusions. 

Senator Butter. Do you think it would be a good idea for this 
committee to ask the Treasury for a copy of that / 

Mr. Srracksern. I think it would be a good idea. I made that re- 
quest before the Ways and Means Committee. I sought to enlist the 
assistance of the chairman to gain access to the report, but my request 
was not granted. 

Senator Burter. The Ways and Means Committee did not have it 
either / 

Mr. Srracksern. They do have copies, I understand. 

Senator Burter. The Ways and Means Committee / 

Mr. Srrackpern. Copies have been made available to members of 
the Ways and Means Committee and to the Appropriations Commit- 
tee. Iam not sure that the report was made available to the Finance 
Committee of the Senate. 

Mr. Chairman, with the suggested changes and comments, my or- 
ganization has no objection whatsoever to a customs simplification 
bill. 

Senator Kerr. Subject to these suggestions, you recommend ap- 
proval ? 

Mr. Srrackpern. I beg your pardon / 

Senator Kerr. I say, ‘subj ect to these suggestions you recommend 
its approval ¢ 

Mr. Srracksern. That is correct. 

Senator Kerr. All right, Mr. Strackbein; we thank you for your 
appearance here. 

Mr. Srracksern. Thank you, sir. 

Senator Kerr. Mr. Richard H. Anthony. Mr. Anthony, you may 
identify yourself; be seated and give your statement. 


98600—52——_9 
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STATEMENT OF RICHARD H. ANTHONY, SECRETARY, THE 
AMERICAN TARIFF LEAGUE 


Mr. Antnony. My name is Richard H. Anthony, and I am see- 
retary of the American Tariff League, with headquarters in New York 
City. 

I have a prepared statement, the early part of which I would like 
to read, and the latter part of which I would appreciate having in- 
serted in the record at the indicated point. 

Senator Kerr. It may be done if you will give it to the reporter. 

Mr. Anrnony. The American Tariff League favors such changes 
in the customs administration law as will produce true simplific: tion 
and efficiency in operation. The league would not be expected ini- 
tially to propose such changes as it has no immediate, day-to-day ex- 
perience with customs operations as have importing groups. The 
league’s interest in any customs legislation centers in its possible 
effect. on Government tariff policy. 

The league wishes to express its views on certain sections of the bill. 
As to other sections, not specifically discussed, the league, in general, 
offers no objections. 


SECTION 2. ANTIDUMPING AND COUNTERVAILING DUTIES 


Our concern over this section is because of its interrelationship with 
section 13, in which primary reliance in valuation for customs pur- 
poses is now to be placed on the export value of imported merchan- 
dise, which is the market value or the price of that merchandise for 
exportation to the United States. As will be seen, the league approves 
of this change. However, while solving one problem, it creates 


another. 

The unit price for exportation to the United States of any particular 
shipment of goods is not necessarily identical with the export price of 
such goods to other countries than the United States or to the fair value 
thereof in the domestic market of the exporting country. Primary 
reliance on export value exposes the stability of the United States 
domestic market to abuse. Specifically, a shipment to the United 
States may be undervalued for customs purposes or may benefit from 
an export subsidy, yet may slip through at regular duty rates, or free 
ef duty, because the appraiser no longer would be required to con 
sider its foreign value. The only protection from such abuse lies in 
the provisions of our laws against dumping and against subsidies. 

Section 2 proposes to amend section 303 of the Tariff Act of 1930, 
so that the procedures leading to the imposition of a countervailing 
duty will be broadly the same as those required in the Antidumping 
Act of 1921. Instead of requiring the imposition of a countervailing 
duty upon the mere finding that an imported article has the benefit of 
a foreign export subsidy, as at present, section 2 would prevent such 
action unless the Secret: iry of the Treasury also determines that an 
American industry is being, or is likely to be, injured, or is prevented 
or retarded from being established. 
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The league can find no justification for thus weakening the counter- 
vailing duty procedures. According to the table entitled, “ Analysis 
of Legislative Proposals Contained in H. R. 1535,” the predecessor 
of this bill, inserted by the Treasury Department on pages 77 and 78 
of the published hearings thereon in the House, the pr oposed changes 
requiring evidence of injury in both the dumping and countervailing 
duty cases originated in the abandoned a Charter for an Inter- 
national Trade Organization (art. 34, pars. 4, 5,6) and in the General 
Agreement on Tariffs and Trade (art. VI, pars. 3, 4,5). According 
to the analysis, they were not recommended by the McKinsey survey 
nor initiated by the United States Treasury Department. 

Senator Burter. At that point, apparently from that remark you 
are familiar with the McKinsey report of the Treasury. 

Mr. Anruony. Well, as the previous witness said, none of us on 
the outside has had any access to that report, so that while I am 
familiar with the tabulated findings, as revealed by the Treasury De- 
partment, none of us have ever seen the actual report. 

Senator Buruer. I think, Mr. Chairman, it might be a good idea 
tor the chairman of the committee to request a copy of that for the 
members of the committee. I understand the House committee mem- 
bers were provided with copies, and I think we should be. 

Senator Kerr. We will discuss that. 

Mr. AnrHony. The Treasury might well hesitate to recommend 
provisions that would make the countervailing duty procedures less 
likely to be invoked, inasmuch as it would be proposing a reduction in 
potential Federal revenue. 

The Treasury has declared that the major purpose of this bill is to 
simplify customs administrative procedures, and the contention is 
advanced that, if these totally different abuses, dumping and foreign- 
export subsidizing, are treated according to a single formula, simpli- 
fication would follow. This may be true, but the league does not go 
along with the 'Treasury’s suggestion of weakening the countervailing 
duty procedures. If any standardization of the two procedures is to 
he accomplished, it should be on the basis of tightening the provisions 
of the Antidumping Act, and keeping the countervailing duty pro- 
cedures as they are in our present law, with the addition of the 
amendment suggested in this bill on page 2, lines 11 through end of 
the quote on line 15, whereby the use by foreign countries of multiple 
official currency rates of exchange is specifically included in the cri 
teria of abuses for which countervailing duties may be imposed. 

The Antidumping Act is a separate statute from ‘the Tariff Act. It 
empowers the Secretary of the Treasury to investigate and find wheth- 
eran American industry is being injured or threatened with i injury, or 
is prevented from being established, by the dumping of foreign mer- 
chandise here, as defined in the act. The Secretary of the Treasury 
may make such investigation as he deems necessary and if he finds a 

‘ase of dumping, he is required to make such finding publie with as 
pe detail or to the extent he deems necessary. Present law also 
provides for immediate precautionary action by the customs appraiser, 
if there is suspicion of dumping. If a case of dumping is found, there 
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is levied a special dumping duty in an amount equal to the difference 
between the sales price and the foreign market value, or in the ab- 
sence of such value, then the cost of production in addition to the 
duty imposed by the Tariff Act, if any. 

Section 13 of this bill eliminates, by omission, the “foreign value” 
basis as a measure or yardstick against which to assess an ad valorem 
duty on imported merchandise. The effect of this omission seems to 
deprive the Bureau of Customs of any current information on the 
“foreign value” of such imported goods. On the other hand, the 
Antidumping Act, which carries its own administrative provisions and 
definitions of terms, and which would still be in effect, requires that 
the customs authorities be kept informed on “foreign value” since that 
is the fair market value in the country of exportation, against which 
the export sales price to-the United States is measured to determine if 
any dumping exists. No contradiction is involved, however, because 
the two laws have quite different purposes. 

In the Antidumping Act, we are speaking of determining whether 
export sales to the United States are below fair market values abroad 
for suspected shipments, and in the Tariff Act we are speaking of 
values used as bases for the appraisement of all imports subject to 
ad valorem duties. 

The Antidumping Act can be properly administered, without the 
necessity of maintaining the cumbersome procedures used now and 
in the past to obtain the information on “foreign value” for the pur- 
pose of general appraisal. 

The league has studied this problem to determine whether there 
exists in international trade a well-established procedure which would 
assist our customs authorities in keeping posted currently on “foreign 
values,” in a simple and inexpensive manner. The answer seems to 
come from Canada, where antidumping procedures are considered 
seriously and where action is taken automatically, whether there be the 
threat of injury or not. Canadian import regulations require that all 
exporters to Canada file, with every shipment, a form certifying the 
“fair market value” in the country of export of the merchandise 
under consideration when sold to the same category of purchaser. 

Senator Burier. There is no such provision in the American 
customs ¢ 

Mr. Antruony. There is no such provision of that type. 

Senator Burier. And you recommend that here? 

Mr. Antuony. Yes, we do. 

Known as Forms M and N, the declaration is not given under oath 
but is subject to the laws on perjury. This procedure has been fol- 
lowed in Canada for three-quarters of a century and is well under- 
stood by exporters to Canada the world over. It would cause little 
additional burden or expense to exporters to the United States of our 
customs administrative procedures required that exporters supply the 
same information to us as they are already required to supply to the 
Canadian customs authorities. 
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Our countervailing duty provisions, which date back to 1897, and 
the Antidumping Act of 1921 both stipulate that any investigations 
thereunder are to be made by the Secretary of the Treasury. These 
laws were enacted prior to 1922, when the role of the United States 
Tariff Commission was enlarged from that of a Federal fact-tabulat- 
ing body to that of a fact- finding body charged also with making rec- 
ommendations for action. The Tariff Commission is staffed by experts 
whose functions call for the continuous study of the economic effects 
of imports on domestic production. The countervailing duty and the 
antidumping investigations are the only investigations which are not 
made by the Tariff Commission under our present tariff laws. In the 
interest of economy and simplification, Congress should empower the 
Tariff Commission to make the investigations and recommendations 
required under the Antidumping Act “and the countervailing duty 
provisions of the Tariff Act. These investigations are not. properly 
customs procedures, but seem to fall within the purposes for which 
the powers of the Tariff Commission have been broadened since 122. 
In accordance with its statutory responsibilities, the Tariff Commis- 
sion should make such reports available to the President, to the House 
Committee on Ways and Means, and to the Senate Committee on 
Finance. 

Senator Buriter. Do you make any exact proposal that you want put 
in, in this House bill to accomplish that purpose 

Mr. Anruony. Well, we propose that the Tariff Commission be sub- 
stituted for the Secretary of the Treasury in both the antidumping 
and the countervailing duty provisions, the two acts, and that could 
be done within this bill in section 2. 

Our suggestions on this point were formulated some time back, and 
on the first day of these hearings, the Secretary of the Treasury, or his 
representative here, said that they had been discussing this matter with 
the Tariff Commission and had come to an agreement that the Tariff 
Commission could take over a portion of the investigatory procedures 
under these two acts. 

We welcome that more as indicating that the two agencies involved 
believed that it could be done, but I think that I ought to explain to 
the committee that our proposal goes beyond that made by the Treas- 
ury. 

The Treasury proposal is that the Tariff Commission investigate 
only the domestic injury element in the Antidumping Act as it is to- 
day, and also in the case of countervailing duties, provided this bill 
passes, with the injury test added to the coutervailing duty provi- 
sions, although we feel that.it should not be added. 

We go beyond that proposal and ask that the Tariff Commission 
also make the investigation of the actual dumping case after it has 
been brought to their ‘attention, and of any subsidy that would seem 
to demand remedy by way of a countervailing duty. 
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SECTION 38. SPECIAL MARKETING REQUIREMEN 


If the Committee on Finance reports favorably on this section, 
which eliminates various special marking provisions existing in the 
commodity schedules of the Tariff Act, we urge that the committee 
make it clear, in its report, that the purpose in so doing is simplifica- 
tion of administration, but that the committee attaches considerable 
importance to the strict enforcement of the basic marking require- 
ments contained in section 304 of the Tariff Act of 1930, as amended. 


SECTION 11. ADMINISTRATIVE EXEMPTIONS 


Fears have been expressed by retail groups and some domestic pro 
ducers that the exemption of $10 shipme nts from tariff duties, allowed 
under section 11, may foster foreign mail-order business to the detri 
ays of domestic trade channels. The provision for permissive action 
by the Secret: ary of the Treasury to era abuses does not quiet 
these fears. The league's position is that the traiff should be admin 
istered equitably SO that neither the domestic producer, wholesaler, 
nor retailer is discriminated against. We urge that proper safe- 
guards be included in the exemption, which many league numbers 
believe is too broad as it now appears in the bill. 


SECTION 13. VALUE 


The league’s views on this section are confined to two provisions: 
(1) the inclusion of “comparative value” among the bases of valua- 
tion for customs purposes; and (2) the elimination, from the value 
of imported merchandise, of internal taxes imposed in the country of 
origin or export: ition. 

Comparative value: Section 13 of the bill changes the present law 
governing valuation of imported merchandise for the purpose of 
assessing ad valorem duties thereon, in two ways: 

1. It eliminates the first basis, “foreign value,” and hence the neces 
sity of determining whether “foreign value” or “export value” is the 
higher. The league has no objection to this change, subject to the 
recommendations we have already made in discussing section 2 of 
the bill. 

It introduces an entirely new basis, “comparative value,” to be 
ap plied if the appraiser cannot ascertain satisfactorily either the 
“export value” or the “United States value,” both of which are retained 
as in the present law, with some of their terms redefined. The league 
believes that the introduction of “comparative value” is unnecessary 
and undesirable, and that it should be eliminated from the bill. 

The creation of “comparative value” is a step toward simplification 
of customs procedures only in the sense that it means abandoning 
strict standards of appraisal if they prove difficult or irksome to 
apply. 

Senator Kerr. Do you have an opinion as to why the creation of 
comparative value is undertaken in the bill? 

Mr. Anrnuiony. Well, I have an opinion that it would permit the 
appraiser to disregard some of the stricter standards and, there- 
fore—— 
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Senator Kerr. I understand you to say that. The question I asked 
you is, Did you have an opinion as to the motivating reason for the 
inclusion in the bill of the provision. 

Mr. Anrnony. I think mahy importers would like to see the provi- 
sions governing valuation changed in such a way that virtually the 
invoice value would always be taken, and that very little investigation 
of the values as now defined in the bill will occur. It certainly 
would—— 

Senator Kerr. Then what you are saying is that the purpose is to 
make it easier to import foreign products into this country ? 

Mr. Anruony. And undoubtedly at a lower level of protection, 
assuming the same rates of duty apply. 

Senator Kerr. Yes. 

Senator Bur.ter. One purpose, too, is apparently for the simplifica- 
tion of administration at this end of the line. 

Mr. Anruony. I am sorry, Senator Butler, I did not hear that. 
Senator Burier. It would simplify the administrative problems 
here. 

Senator Kerr. He attacks that in the statement. 

Mr. Anruony. It would simplify—— 

Senator Kerr. He says it would be a false simplification. 

Mr. Anruony. Yes. 

Senator Burter. You think it is too much simplification ? 

Mr. Anruony. Yes; I mean, simplification is fine if it serves a use- 
ful purpose, but if it simply means letting the bars down and giving 
a man an easy way of administering the functions in the bill that is 
false simplification in our view. 

We must suppose that Congress wishes to protect the revenue and 
maintain the protective level of duties established under congressional 
authority. Hence, high standards of valuation procedure should be 
maintained. 

The language of “comparative value,” which permits the appraiser 
to attempt to ascertain or to estimate the value of the merchandise 
under appraisal by considering other types of merchandise, opens an 
entirely new field of appraisal procedure. This new yardstick is so 
loosely and vaguely defined as to invite frequent recourse to the courts 
for interpretation. It permits customs officials to exercise an inde- 
terminable range of discretionary judgment and therefore appears 
to lead to the adoption of arbitrary o r fictitious values, which may 
even withstand court scrutiny because of the lack of clear criteria. 

It is reasonable to ask Congress to make the work of customs ap- 
praisers less onerous, providing the revenue is protected and con- 
tinuity of approach maintained, so that importers and domestic 
producers alike will know where they stand from day to day. The 
league fears that “comparative value,” while it may ease the burdens 
of appraisers, will induce capricious decisions and, in the long run, 
will so demoralize appraisal procedures that loss of revenue and low- 
ering of the level of protection on imports will follow. 

The relatively few cases which cannot be applied against “export 
value” or “United States value” can then be approached under “con- 
structed value.” In the rare case of a shipment so difficult of ap- 
praisal that it cannot be matched against any of these three bases 
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of valuation then, and only then, as in similar situations now and in 
the past, the appraiser can fall back upon his general authority under 
esetion 500 of the Tariff Act of 1930, where he has the privilege of— 
ascertaining or estimating the value thereof by all reasonable ways and means 
in his power 

and so forth. 

Taxes: This provision appears as paragraph (g) on page 22, lines 

9 through 14. The language used is practically identical to that in 
article 35 paragraph 4 of ‘the defunct Habana Charter for an In- 
ternational Trade Organization, and with article VII, paragraph 3, 
of the General Agreement on Tariffs and Trade. It provides that 
the value of imported merchandise shall not include the amount of 
any internal tax, applied within the country of origin or crea ition, 
from which the imported merchandise has been exempted or has 
been or will be relieved by means of refund. 

What does “any internal tax” mean? All taxes in a foreign coun- 
try are “internal taxes” in that country, and does not the word “any” 
imply “all” taxes? If this principle is carried out ad absurdum, 
would it not permit exported articles to land in our country exempt 
of all foreign taxes, while our domestic articles reach the consumer 
overloaded with taxes on profits, excise taxes, and others? Of course, 
this is a ridiculous construction, but the wording of this paragraph is 
so broad and imprecise that it appears to permit such a literal in- 
terpretation. 

Moreover, the text of paragraph (g) has no place in section 13. 
According to the Treasury Department’s testimony before the House 
committee, this question of inclusion or exclusion of foreign internal 
taxes refers only to problems connected with the determination of 
“foreign value.” Since “foreign value” is eliminated by the section 
13 proposals. inclusion of paragraph (g), Taxes, makes no sense what- 
soever. “Export value,” which becomes the primary basis of Cus- 
toms valuation, is the price for export to the United States, from 
which price may be exempted all sorts of foreign internal taxes 
without the United States having any recourse in the situation, ex- 
cept through strengthened countervailing duty procedures, as we 
have recommended in connection with section 2. We strongly urge 


that the committee eliminate paragraph (g) from section 13. 
SECTION 20. CONVERSION OF CURRENCY 


The question of converting foreign currencies into their equivalent 
value in United States dollars for Customs purposes arises from the 
fact that our tariff law requires that ad valorem duty rates be applied 
against the value of the imported merchandise, expressed in our na- 
tional currency. 

The proposition in section 20 is to repeal article 25 of the act of 
1894, as amended, and to amend section 522 of the Tariff Act of 1930. 

In article 25 of the act of 1894, Congress charged the Secretary of 
the Treasury with the administration of a part of one of the powers 
vested in Congress by the United States Constitution in article I, sec- 
tion 8, the power to regulate the value of our national monetary unit 
or coin and that of foreign coin. The United States dollar value of 
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foreign currencies was obtained by calculating the ratio of the fine 
gold content of foreign coin to the gold content of the dollar. ‘These 
relative values corresponded closely ‘to values effective for commercial 
transactions, and they were used for customs purposes. Section 522 
of the Tariff Act is the section entitled “Conversion of Currency, 
which ties the procedures under section 25 of the act of 1894 into the 
Customs administrative provisions of the Tariff Act. 

The League feels that the testimony of Treasury Department rep- 
resentatives before the House committee was somewhat misleading. 
The witnesses seemed to speak of a situation that may have been 
temporarily true at the time of the conferences related to the creation 
of GATT and with the proposed Habana Charter for ITO in 1947-48, 
but which certainly is not true today. 

The requirement that the members or contracting parties to GATT 
tie the conversion of their currency to the par values established by 
the International Monetary Fund, a specialized agency of the United 
Nations, is to be found in article 35, paragr: = 5 of the Habana Char- 
ter for ITO, and in article VII, paragraph 4 of GATT. TLO was 
also to have become a specialized agency of the U. N. There may 
have been some logic in oe for the interplay of all the special- 
ized agencies of the U. N. when their roles crossed one another. The 
League has expressed its op position to the forms of international eco- 
nomic planning proposed in the Habana Charter. That charter is 
now dead and, with it, the reasons for trying to bring the IMA into 
our domestic customs administrative procedures. 

Article 25 of the act of 1894, was amended by section 403 of the 
Emergency Tariff Act of 1921, in a way that recognized that, after 
World War I, some countries were not adhering to the gold-content 
conversion basis in their current international commercial transac- 
tions. The amendment provided that, where the Secretary has not 
proclaimed a conversion rate or where the proclaimed rate varies by 
5 percent or more from the buying rate in New York on the day of 
exportation, the buying rate is to be used for assessment of customs 
duties. 

In 1934 the United States changed the gold content of the dollar 
so that it took $35 to purchase 1 troy ounce instead of $20.67 previ- 
ously, and made it illegal for American citizens to hold gold in any 
monetary form. The Treasury and the Mint had no difficulty there- 
after in adjusting the conversion rate of foreign currencies or coins 
to United States dollars and the Secretary continued to issue the 
proclaimed rates. While the citizen no longer could obtain gold for 
his currency or silver coin, there was still a definite, fixed gold con- 
tent to the dollar, albeit a smaller amount than before. 

Reduction of the gold content of their monetary units is exactly 
what a large number of foreign countries have effected since World 
War Il. We believe that the repeated statement of the Treasury rep- 
resentatives at the House hearings that the gold-coin standard has 
been abandoned by most countries, misleads the layman into believing 
that the gold content of foreign moneys has been largely ab: indoned. 
It certainly is not true in international balance of payment 
settlements. 
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The International Monetary Fund has had nothing to do with 
these declarations of gold content of foreign monetary units, except 
to recognize them as a fait accompli. In fact, through no fault of 
its own, the IMF has never been able to perform its function, which 
is to stabilize currency values and keep them stable. Under these 
circumstances it seems at least premature to suggest changing our 
existing laws so as to base our currency-conversion procedures on 
IMF determinations. 

In the case of those countries which use multiple official rates of 
exchange, whether or not they are attached to gold, we agree with 
the expressed opinion of the Treasury Department that we can con- 
tinue to operate under present law, as interpreted by the Supreme 
Court in the case of Barr v. United States (324 U.S. 83 (1945)). 

We see no justification for doing away with our present practices. 
The question of conversion of currencies is an important one in 
customs administrative procedures, and we consider it essential to 
strive to keep all elements entering into the determination of tariff 
duties within the control of the customs administration in the United 
States. Secion 20 should be eliminated. 

To document our belief that present laws permit realistic conversion 
of foreign currencies into United States dollars, we submit a supple- 
mentary statement entitled “Conversion of Foreign Currencies Under 
United States Laws,” and respectfully request that it be made a part 
of the printed record at this point in my testimony. 

Senator Kerr. It may be done. 

(The document referred to is as follows :) 


CONVERSION OF FOREIGN CURRENCIES UNprerR UNIrep States Laws 
(Prepared by the American Tariff League) 


The Constitution provides in article I, section 8, that Congress shall have the 
power “to coin money, regulate the value thereof, and of foreign coin.” 

Article 25 of the act of 1894 stipulates that the Director of the Mint estimate 
quarterly the values of the standard coins in circulation of the various nations 
of the world. That value is to be expressed in the money of account of the United 
States as the pure metal content of such coin of standard value. The Director 
of the Mint’s findings are to be proclaimed by the Secretary of the Treasury 
quarterly on the first day of January, April, July, and October in each year. 
This provision is incorporated as section 403 (a) of the Emergency Tariff Act 
of 1921 and reiterated in section 522 (a) of the Tariff Act of 1930, as amended. 

In section 403 (b) of the Emergency Tariff Act of 1921, reiterated as section 
522 (b) of the Tariff Act of 1950, as amended, it is ordered that for the purpose 
of assessment and collection of duties upon merchandise imported into the 
United States, wherever it is necessary to convert foreign currency into currency 
of the United States, such conversion shall be made at the values proclaimed 
by the Secretary, except as provided in subdivision (¢). 

Section 408 (c) of the Emergency Tariff Act of 1921, reiterated in section 
522 (c) of the Tariff Act of 1930, provides that when no value is proclaimed 
by the Secretary or that such proclaimed value varies by 5 percent or more 
from a value established by the cable buying rate for the foreign currency, as 
determined by the New York Federal Reserve Bank, at noon of the day of export 
and certified daily to the Secretary, who shall make it public at his discretion, 
then conversion will be made at the determined value. 

On page 32 of the published hearings on H. R. 1535 before the House Committee 
on Ways and Means (S2d Cong., Ist sess.), the Treasury Department inserted, 
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as an example, an exhibit A entitled “Par values of foreign currencies published 
and kept current by the Secretary of the Treasury pursuant to section 522 (a) 
and (d), Tariff Act of 1930, as amended,” on the assumption that section 20 of 
the Customs Simplification Act was in effect. The conversion rates are given 
in United States cents per foreign currency unit. 

We find that the par values given are, in reality, obtained by dividing the 
official weight in grams of fine gold in the foreign currency by the weight in grams 
of fine gold in the United States dollar (0.888671 gram). An example is given 
in exhibit I, attached. 

We have check this list in exhibit A and find that every country listed has 
officially expressed the value of its national currency in terms of weight of fine 
gold content. We attach exhibit II, a tabulation of the official declarations of 
gold content for the currency units of each of the countries listed in the ‘Treasury 
Department’s exhibit A, to which we have added declarations made since the 
date of those hearings, by Ceylon and Sweden, and a change in the gold content 
by Yugoslavia. 

Exhibit B on page 33 of the published hearings before the House committee 
shows that the commercial rates for these countries, which have declared the 
gold content of their monetary units, very closely follow the official dollar cross 
rate. Under our present law, no other rate would be used for customs purposes 
unless the commercial rate determined by the Federal Reserve Bank of New 
York varied by 5 percent or more from the par value. 

It must not be forgotten that some countries which are not members of the 
International Monetary Fund have or might declare the gold content of their 
monetary unit and there is no reason why their declarations should be ignored. 


Exulsir I 


Gold content of United States dollar expressed in grams 
In 1934, the gold content of the United States dollar was reduced from 25.8 

grains nine-tenths fine to 15.2381 grains nine-tenths fine. 

15.2581 grains nine-tenths fine=13.71429 grains fine gold. 

1 grain=0.0647989 gram. 

13.71429 grains=0.SS88671 gram. 

Fine gold content of United States dollar—0.8S8671 gram. 
Examples of conversion rates: 


(a) How many United States dollars in one United Kingdom pound sterling? 
Fine gold content of United Kingdom pound sterling (see exhibit I1) : 2.48828 
grams. 
Fine gold content of United States dollar : 0.888671 gram (2.48828+0.888671— 
2.8). 
Par value conversion rate: £1=$2.80. 
(b) How many Belgian francs in one United States dollar? 
Fine gold content of United States dollar: 0.888671 gram. 
Fine gold content of Belgian franc (see exhibit I1): 0.0177734 gram 
(O.SSS671--0.0177734—50). 
Par value conversion rate: Belgian frances 50=$1.00. 
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ExuHrsit II 


ACT 


Gold content and par valugs in United States cents of foreign currencies listed 
in exhibit A entered on p. 32 of published hearings on H. R. 1535 before the 


House Committee on Ways and Means, Ist sess., 82d Cong. 


{Official fine gold content of United States dollar in grams: 0.888671 (see exhibit I} 
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Mr. Anruony. H. R. 5505 contains, as section 24, the now familiar 
GATT caveat referred to by the previous witness which declares 
that— 


enactment of this act shall not be construed to determine or indicate the ap- 
proval or disapproval by the Congress ef the Executive agreement known as the 
general agreement on tariffs and trade, 
and we hope it will appear in any final enactment of this bill. 

However, the caveat, important though it is, does not come to gr ps 
with GATT itself. Before we become more than ever entangled 1 
commitments made on behalf of the United States, but without ean 
congressional approval or review, we urge Congress, as soon as possible, 
to take such action as will clarify our situation and make us stand 
forthright in the eyes of the world. As to those principles and pro- 
visions of GATT which all of us can approve, can we not say so by the 
constitutional process of treaty ratification after congressional hear- 
ing and debate# As tothose to which we do not wish to be committed, 
should we not repudiate them as soon as possible and thus clear our- 
selves of these unfounded charges that we are going back on our 
word ¢ 

Senator Kerr. Thank you, Mr. Anthony. Are there any questions ? 

Thank you, Mr. Anthony. 

Mr. Anruony. Thank you, sir. 

Senator Kerr. Mr. J. Bradley Colburn. Sit right down. 

Mr. Cotsurn. All right, sir. 


STATEMENT OF J. BRADLEY COLBURN, ASSOCIATION OF THE 
CUSTOMS BAR 


Mr. Cotsur».. Mr. Chairman, I have a prepared statement which I 
would ask permission to file and have reproduced in the record. 

Senator Kerr. All right, sir. 

Mr. Corzurn. And I would like to confine my oral presentation to 
high lighting that statement, and adding a few additional comments 

Senator Kerr. All right. 

Mr. Co_surn. I appear here on behalf of the Association of the 
Customs Bar, which is composed of lawyers throughout the United 
States who specialize in the practice of customs law. 

The statement which has been prepared has been submitted to the 
members of that association, and represents a composite of their \ 
on this bill. 


We have endeavored to confine our comments to the question of the 


vs 


bearing of the proposed changes on the question of judicial review. 
We have sought to eliminate, So far as possible, any polit ico-economie 
considerations. 

Senator Kerr. You are interested in its administration and not its 
construction ? 

Mr. Cotsurn. That is right, sir. 

Senator Kerr. All right. 

Mr. Cotsurn. We note that it has been stated in the prior hearings 
before the Committee on Ways and Means by the represent*tives of 
the Treasury Department and others that the proposed bill would 
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not diminish or impair judicial review, as always provided by the 
Congress in customs matters. 

Nevertheless, the bar association feels that some of the provisions 
of this bill are so vague and so general and sweeping in the language 
used as to raise at least serious doubts as to whether judicial review 
would be continued and maintained in historic fashion. 

Senator Burter. Do you cover those points ¢ 

Mr. Cotsurn. Those are covered in the presentation, and in each 
instance, may I say, where we criticize and ask for an amendment we 
have submitted appropriate language to accomplish that result. 

I would like to address myself primarily to the several provisions 
which seem to be most in dispute, gathered from the comments of the 
witnesses who - ave appeare «l before you, namely, sections dealing with 

value, section 13, the section dealing with the amendment of entries 

and Saeee testa section 17, the currency-conversion section, No. 
20, and I have added an additional general comment which is not 
covered in the bill at all, which I, however, think should be considered 
by the committee, namely, the possible effect on this bill, the question 
of judicial review of the reorganization plan with respect to the 
Treasury Department generally that was adopted in 1950. 

Now, section 15, as the committee 1s aware and familiar with the 
proposals under that, we do not quarre] particularly with the pro 
posed elimination of foreign value. We regard that asa politico-eco 
homic question. 

Necessarily, of course, the elimination of that basis of value would 
in a number of instances automatically reduce the amount of duties 
colle ted by the United States. But if the committee and the Con 
gress, having that in mind, consider that the elimination of foreign 
value is going to lead into simplification, reduce expenses generally, 
from a legal stal 1\dpoint we see no reason to question it. 

We do, however, question the use of a new comparative value. 

Senator Kerr. Say that again. 

Mr. Cotnurn. The elimination of foreign value would, of course, 
make export value automatically the primary base to be used by ap 
praising officers. 

That is substantially changed in the present law. The definitions 
of “freely offered” and the statement of various restrictions on sales 
are attempted to be set forth so as to broaden the applicat ion of export 
value from that which obtains under present law. 

We have no particular comments on those, nor on the changes made 
with the alternative basis of United States value. 

However. ~ bill would propose the interjection as a third alterna- 
tive basis of a new so-called comparative value. We quarrel quite 
seriously with that because we think the language is so vague and 
indefinite and sweeping in character that we are not sure, as lawyers 
specializing in this practice, that we are going to have a fair review 
in court if we have occasion to object to an appraiser's finding under 
that section. 

It has been said that the purpose of it is to appraise a 10-inch dinner 
plate on the basis of an 8-inch dinner plate or to determine the value 
of a 3-drawer cabinet on the basis of the value of a 4-drawer cabinet. 
I think those are some of the illustrations that have been used by the 
Treasury. 
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Senator Kerr. Would you say that it is reasonable to take the posi- 
tion that the basis of the import duty, being value fixed according 
to some formula, that any relationship between values of articles 
based on differences of dimensions would be purely coincidental 4 

Mr. Cotpurn. I should say so; yes. 

Now, one of the witnesses yesterday suggested, and with which 
observation I must agree, that it would be “possib le under this bill 
to arrive at the value of an article of chinaware using an article of 
earthenware. You can go most any length. There is no line drawn 
here: there is no real y: ardstick laid down to govern the action of the 
appraiser. 

Senator Kerr. What you are saying is that the proposed method 
would prevent an accurate appraisal of value rather than contribute 
to it. 

Mr. Corsurn. I think it might well lead to that result, Senator. 
Certainly, I suggest it would invite bypassing or short-ecutting the 
export and U nited States value bases and jumping to the comparative 

value and coming to an arbitrary decision thereunder. 

Senator Kerr. Which of itself would be another way of saying that 
it would prevent arriving at an accurate appraisal of real value. 

Mr. CoLBURN. We believe that is So. Therefore, we think that 
section Is bad. 

Now, outside of the express provisions of the bill if true simplifica- 
tion is to be achieved, and importers and those engaged inh foreign 
trade gener ally are to know where they stand. it seems to us that a 
provision should be inserted to require the appraiser, when taking 
action, to state the basis of his action. That requirement was at one 
time found in customs regulations, and involved, as far as we have 
ever been aware of, no great trouble or difficulty. It has now been 
eliminated. It is done by some appraisers at ports throughout the 
country here and there, but there is no standard or regular practice. 

We believe it should be made a requirement of law so that which- 
ever of the bases provided by law shall be adopted by the appraiser, 
the importer or other person concerned may know just what value 
was being used, and challe nging it if he eares to do so. 

We also believe that there shoul | be attached to this bill some time 
limit on appraisement action. 

We have today, and have had for a number of vears, the situation 
where appraisements are delayed for years and years sei years. 

Senator Kerr. The suggestion here yesterday by a umber of wit- 
nesses was 120 days. 

Mr. Cotsurn. We endorse and concur in that recommendation, and 
the bar association has drafted an amendment which would effectuate 
that idea 

Senator Kerr. And you introduce that here / 

Mr. Cotsurn. And that is a part of my prepared statement. We 
suggest, therefore, - at consideration be given to that. 

Now, on section 17, dealing with the amendment of entries 
undervaluation, the bill would do away entirely with the existing ri 
of importers to amend their entries. 

Now, it is my understanding that the representatives of the Treasury 
eee have justified that elimination on the ground that the 
bill would do away with the present requirement that duties must be 
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based on the entered or appraised values, whichever is higher; and, 
therefore, that the importer no longer needs to amend his entry. He 
is going to get the benefit of the proper or lower value if that be the 
proper value in any event. 

Senator Kerr. Would the effect of it be that the fellow who buys 
it and pays for it would have no position in the matter of declaring its 
value either on the basis of the information he had when he first re- 
ceived it or which he might later acquire but that, on the other hand, 
he would be subject to any number of changes that might be effectuated 
by others who would be permitted to amend or change their idea of 
what the value was or might be? 

Mr. Ccieurn. He would be permitted, of course, and required at 
the time of original entry of his merchandise to declare a value based 
on the information then in his possession. 

Senator Kerr. By which he would be bound, but which would not 
be determinative of the actual result. 

Mr. Cotrurn. That is right. 

Then we think a situation might arise where, as a result of honest 
differences of opinion between the appraiser and the importer or, 
perhaps, which unfortunately happens sometimes, because of personal 
differences or animosity, the appraiser might take the position that the 
importer has not cooperated to the extent of filing all of the informa- 
tion that this proposal would require him to file, and thereby subject 
him—make a finding which would result in subjecting the importer to 
additional duties for alleged undervaluation. 

That situation could be obviated if the importer had the right to 
amend, and we think that should be restored. 

Now, also there is a provision proposed to be inserted here to which 
the bar association is opposed, that, namely, in case an appraiser re- 
ports an importer as not cooperating by furnishing information, and 
which was the basis for the imposition of duties for undervaluation, 
the matter should then—— 

Senator Kerr. Duties or penalties! 

Mr. Cotsurn. It is a penalty—well, it is 1 percent for each per- 
centage. 

Senator Krrr. It is the imposition of a penalty, is it not? 

Mr. Cotsurn. It is a penalty, in fact. It would then be reviewed 
by the collector of customs. 

We think that is the creation of another administrative review 
forum. The collector of customs and the appraisers of customs are 
supposed to be coordinate officers. We do not think it is good practice 
to subject the determination of values by the appraiser to review by 
the collectors, nor do we favor the idea of creating another admin- 
istrative court, so to speak. We believe they should go in case of 
dissatisfaction with the findings of the appraiser directly to the Cus- 
toms Court created for that purpose. 

We have, therefore, suggested an amendment to take care of that 
situation. 

Again, the right of importers to get notices of appraisement action 
would, under this proposed bill, be subjected to the discretion of the 
collector and the requirement that the importer must show a sub- 
stantial reason or reasons for requesting a notice of appraisement. 
We think that that smacks of the arbitrary, and the importer should 
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get it if he requests it, without justifying that on any basis of sub- 
santial reason to the collector or any other officer. 

These, and other matters, seem to us to introduce so m: iny doubts 
into the established fabric of customs administrative procedure that 
we suggest a safeguarding amendment to existing section 501 of the 
tariff act to make certain that if despite our criticisms and those that 
others have advanced, the bill be enacted in substantially unchanged 
form, that then this amendment to section 501 be made to make sure 
that nevertheless an importer can obtain redress in established court 
procedures. 

Currency conversion, taking up that proposal, that would change 
very radically the existing procedure. It would do away with the 
ascertainment of Mint pars based on gold values entire ‘ly, and sub- 
stitute as the primary basis for conversion of foreign currencies the 
par values established pursuant to the International Monetary Fund. 

While that is, perhaps, more of a politico-economic question than 

legal one, we i sure the committee will have in mind the policy 
question of whether we desire to place in the hands of an international 
organization the final determination of values which are going to be 
applied in fixing dutiable values in the administration of a purely 
local or United States statute. 

Senator Kerr. To a limited extent that surrenders the prerogative 
of our own exclusive agent to determine the comparative value of our 
money—— 

Mr. CoLtpurn, It does, Senator. 

Senator Kerr (continuing). Over to another agency with reference 
to which we are but one of many who would samaad it. 

Mr. Cotnurn. That is much better stated than I could. sin 

Senator Kerr. Is that what the situation is as you see it @ 

Mr. Cotsurn. That is right; it is. 

One of the worst features of this proposal, whether or not the Inter- 
national Monetary Fund be agreed to, however, seems to us to be 
the proposed delegation of determination of values of currency to 
some international agreement to which the United States may become 
a party at some time in the future. 

If 1 would be pe rmitted to guess, I suppose that is a remnant from 
the structure of this proposal at the time the International Trade 
Organization was being talked about and was before the Congress. 

It might make some sense or you could tie it to something definite 
if that proposal were still in existence. As it is, however, with that 
having been rejected and withdrawn, I, at least. know of no present 
proposed international organization or agreement to which the United 
States may become a party to which a would refer. 

Senator Kerr. Could this possibly be an attempt to resurrect the 
substance of that with reference to which the form and substance are 
both dead 4 

Mr. Cotnurn. I shrewdly suspect it may be, sit 

In any event, I suggest that entirely apart from that, I respectfully 
suggest it is very bad pohiey and legislation to delegate away the 
powers of the Congress to some unnamed, unknown organization, par- 
ticularly when it is of an international character where we, as a sover- 
eign nation, would have only one voice of many. 


HRG00—)52——10 
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The currency provision would seem to recognize the present practice 
of certification of buying rates by the Federal Reserve bank, but 
would make the use of those buying rates which, after all. I suggest, 
fairly reflect the true value day to day of the moneys of the world 
that are used in foreign trade, would subject the use of them to the 

values established under the International Monetar vy Fund or this other 

unnamed organization, which was set forth and referred to in section 
20. I suggest again that is bad practice. We believe that the Federal] 
Reserve certification of rates should be the primary basis, and if the 
International Monetary Fund rates are to be adopted despite our 
criticism, that then there should be provision for use alternative ‘ly 
of the Federal Reserve bank if such rates varied by 5 percent or more 
from the standard that may be established. 

Senator Kerr. Do you think that the Federal Reserve rates pub 
lished daily or from time to time have to be closely related to reality / 

Mr. Cotzurn. I do, sir. 

Senator Kerr. And that if there are other rates which differ, to 
the extent that they do differ, it would mean that thev were unreal / 

Mr. Cotsurn. I think so. 

Senator Kerr. If the Federal Reserve rates are based on reality, 
then the other conclusion would have to be correct, would it not? 

Mr. Corsurn. You achieve in one sense, I suppose, simplification 
when you adopt one rate instead of many, but you are doing that at 
the cost of adopting an unrealistic rete which, many times, is 
unrelated to the true value of the transaction. 

Senator Kerr. Do you make something simple only as you make it 
inaccurate / 

Mr. Cotsurn. I think so. 

Senator Martin. Mr. Chairman, may I ask a question ? 

Senator Kerr. Sure. 

Senator Martin. Is there any way to make it realistic except 
through a stable currency based on gold or silver or some other com- 
modity that has a real value? 

Mr. Corsurn. Well, I am getting a little over my depth there, Sen- 
ator. 

Senator Kerr. I wonder if I might rephrase that question? Let 
me see if I can rephrase that question. 

Mr. Cotsurn. I do not pose as an international monetary expert 
that is why I make that statement. 

Senator Kerr. Is there any way to make it accurate except on the 
basis of reality ? 

Mr. Cotrurn. That, I can certainly endorse. 

Senator Martin. That is what I am getting at. It is most difficult 
for legislators, the Congress of the United States, or in any of the 
countries of the world, to work out a currency so that you have real 
values unless it is based on semething that has real value in the world. 

Mr. Cotsurn. That would certainly seem to be quite clear. 

Senator Kerr. That is reality, Senator. You are talking about 
reality. 

Senator Martin. That is what I am talking about, reality, and we 
are going to be in an awful lot of trouble in trading throughout the 
world until we do get back down again to realities. 

Mr. Corsurn. I think so, Senator. 
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Senator Marrry. I do not think any of those things are difficult. I 
mean, we have never been able to do it in all the history of the world. 
We get into trouble, we get devaluated currency, and it is awfully 
hard to get an established value unless it is on a reality basis. 

Senator Kerr. It occurs to me that the simplest formula in the 
world is that of reality. 

Senator Martin. That is right. 

Senator Kerr. And when you either actually depart from or at- 
tempt to depart from reality, rather than becoming more simple you 
become less simple. 

Mr. Cotpurn. You are quite right. 

I would like to interject, if I may here, that one of the criticisms 
which has been expressed here of the use of the Federal Reserve rates 
has been that it requires frequently quite involved calculations be- 

cause it has been the practice of that bank to certify rates extending 

out into many decimal places. That, I suggest, can be taken care of 
very readily by simply inserting in the revision of the law or in the 
present law the requirement that rates certified by the Federal Re- 
serve shall be carried out only two decimal places, period. 

Senator Kerr. Well, you know that modern scientific development 
of mathematical formulas has fixed it so that problems may be solved 
pretty well by machines, even though they involve fractions or decimals 
out to more than two or three points. 

Mr. Cotsurn. Yes, Senator. 

Senator Kerr. I mean if they did not have them, I would be lost, 
but in view of the fact that such developments have taken place, I 
find that even one with a limited knowledge of mathematics that I 
have, can have access to accuracy. 

Mr. Cotspurn. I think that that is entirely correct ; and we have one 
of those machines in my office, which I do not understand, but appar- 
ently many people do not have them and, therefore, they have to do it 
the hard way and have difficulty. 

Senator Kerr. | do not understand the radio, but I have not per- 
mitted my lack of understanding to cause me to deny myself the 
pleasure of using it. 

Mr. Cotspurn. Exactly. 

Senator Marrry. Mr. Chairman, of course, all these things—you 
take the economy that we have in America: in 200 years, 95 percent of 
the work is done by mechanical effort rather than muscular effort. 

Senator Kerr. These mathematical machines have made mathe- 
matical experts out of those who otherwise would be mediocre—I do 
not mean to say that refers to me, but I take great comfort from that 
knowledge. 

Senator Martin. It is a very great comfort, Mr. Chairman, but 
these different mechanical means are just to take care of the detail end 
of it, but the great basic principles remain the same, whether it is 
muscular energy or whether it is mechanical energy, and to get a 
proper value we have got to get it on realities, and the only reality, as 
far as monetary systems are concerned, that has worked out entirely 
satisfactorily has to be to base it on a commodity like gold or silver or 
something of that kind. 

Senator Kerr. Do you have anything further, Mr. Colburn ¢ 
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Mr. Coipurn. I have only one other observation, Senator, and that 
is as to the possible etfect of the Reorganization Plan No. 26 of 1950, 
under which Congress approved the transfer to the Secret ary of the 
Treasury of all functions of all other officers of the Treasury, and 
agents and employees of that Department. 

That was approved by the Congress, so that technically, I assume, 
that all functions of all oflicers of the Department including those of 
collectors and appraisers of customs were vested in the hands of the 
Secretary. 

Subsequently, he redelegated those functions back to the respective 
officers, agents, and employees, but it would seem that under the basic 
reorganization plan and law he can cancel that redelegation at any 
time, and repossess the powers which, if it came about, might seem to 
raise very serious questions of the exercise of discretionary powers and 
the effect of a possible judicial review. 

Senator Kerr. What you are saying is that any additional discre- 
tionary powers gr: anted to the collector are actually an additional 
grant to the Treasury ? 

Mr. Cotsurn. That is right. Therefore, we have suggested a sort 
of a basket clause provision which we ask to be inserted at the end 
of this bill to make certain that no such event shall transpire from the 
adoption of this measure. 

Thank you very much. 

Senator Kerr. All right, Mr. Colburn, we thank you. 

Mr. Corpurn. Thank vou, sir. 

(The prepared statement of Mr. Colburn is as follows:) 


STATEMENT OF J. BRADLEY COLBURN, ON BEHALF OF ASSOCIATION OF THE CUSTOMS 
Bar, New York, N. Y., ON THE PROPOSED CUSTOMS SIMPLIFICATION Act oF 1951 
(H. R. 5505) 


The Association of the Customs Bar is composed of lawyers who specialize 
primarily in the practice of customs law before the United States Customs Court, 
the Court of Customs and Patent Appeals, the United States Treasury Depart- 
ment, and other departments of the Government concerned with customs and 
tariff matters. 

The customs bar is directly and vitally interested in and concerned with the 
proposed legislation. Copies of the proposed bill have been made available to all 
members of the association and the statement now presented represents their 
composite views and specialized experience. 

The stated purpose of the bill is to simplify operation of the Tariff Act of 
1930, as amended, to reduce expence and delay incident to the administration of 
that law, and to eliminate inequities which add to the difficulty of enforcement. 

The proposed bill fails utterly to accomplish these objectives. Instead, it 
would do away with some of the safeguards which exist today for the protection 
of importers and traders; would vest broad discretionary and perhaps arbitrary 
powers in customs officials, and would, in some instances at least, abolish the 
historic right which Congress has provided for the customs field, that is, the 
right of aggrieved importers to seek and obtain judicial relief from arbitrary or 
erroneous administrative action in connectien with every phase of importation 
into the United States. 

The Association of the Customs Bar, for reasons which are hereinafter stated, 
is opposed to the bill in its present form. It recommends to the committee that 
the bill be rejected unless the necessary and clarifying amendments which we 
shall suggest be adopted. Such amendments relate to the following sections of 
the bill: 

Section 5—Paragraph 1615 (f) Tariff Act of 19830—American Goods returned. 
Section 13—Value. 

Section 17—Amendment of entries and undervaluation. 

Section 20—Conversion of currency. 
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A new general amendment is suggested to insure maintenance of complete 
judicial review and to preclude any possibility of diminution of such review by 
operation of Reorganization Plan No. 26 of 1950 (15 Federal Register 4935) and 
order of the Seeretary of. the Treasury No. 120 of July 31, 1950. 


SECTION 5—PROPOSED AMENDMENT OF PARAGRAPH 1615 (F) TARIFF ACT OF 1930-—- 
AMERICAN GOODS RETURNED 


The Treasury Department has stated that the proposed amendment to para- 
graph 1615 (f) is made in response to recommendations by McKinsey & Co. in a 
survey of the customs service by that firm of management consultants. The pro- 
posed amendment does not, however, go far enough and fails to carry out the 
following recommendations made by the McKinsey survey. 

“We recommend the elimination of affidavits and evidence of exportation on 
entries of ‘American goods returned’ when, upon examination of the merchandise 
it can definitely be determined that such merchandise is of American manufac- 
ture, growth, or product.” 

Paragraph 1615 (h) of the Tariff Act of 1930, as amended by the Administra- 
tive Act of 1938, provides: 

“(h) The allowance of total or partial exemption from duty under any pro- 
vision of this paragraph shall be subject to such regulations as to proof of 
identity and compliance with the conditions of this paragraph as the Secretary 
of the Treasury may prescribe.” 

The administrative authorities and the courts have uniformly held that com- 
pliance with regulations prescribed by the Secretary of the Treasury under this 
provision is a condition precedent to the free entry of any merchandise under 
paragraph 1615. Relief from the payment of duties has been denied on the 
ground of noncompliance with the regulations even where complete documen- 
tary proof was submitted after liquidation. (See United States v. Morris Euro- 
pean and American Erpress Co., 3 Ct. Cust. Appls. 146.) 

It has even been held that the fact that customs officials knew that the par- 
ticular merchandise was of American origin and were familiar with all the 
facts connected with exportation and importation did not excuse the necessity 
for compliance with the regulations under the theory that the grant of free 
entry by the Congress in this paragraph was limited and the limitation must 
be strictly followed (Maple Leaf Petroleum Ltd. vy. United States, 24 C. C. P. A, 
(Cust.) 5 T. D. 48976. 

The determination of American origin of imported merchandise should in 
and of itself be sufficient to permit duty-free entry into the United States. The 
privilege of such free entry should not be qualified, limited, or made contingent 
upon the furnishing of affidavits and other documentary proof frequently dif- 
ficult, if not impossible, for the importer to obtain in order to satisfy customs 
regulations. The importer should be free to establish the character of his 
merchaniise and if dissatisfied with the findings of the collector as to its duty- 
free or dutiable status, should be permitted to have his rights established by 
court review just as in the case of any other merchandise sought to be brought 
into the United States. 

For the foregoing reasons it is suggested that paragraph 1615 (h) of the 
Tariff Act of 1930, as amended, be repealed. 


SECTION 18 VALUE 


This section would amend section 402 of the Tariff Act of 1980 by eliminating 
entirely the use of foreign value as a basis of dutiable value. It would make 
“export value” the primary basis for payment of all ad valorem duties under the 
tariff act, with resort, if export value did not exist, to a United States value, 
then to a newly defined “comparative value” and finally to cost of production 
or as the bill terms it “constructed value.” The elimination of foreign value as 
a basis of dutiable value is regarded as a matter of congressional policy on 
which the bar expresses no opinion. 

If the new bases of dutiable value are to be adopted, however, a number of 
changes are necessary to prevent arbitrary administrative action and to preserve 
judicial review. 

The proposed bill omits entirely subdivision (b) of section 402 of the existing 
Tariff Act of 1930, which provides that a decision of the appraiser that any basis 
of value cannot be satisfactorily ascertained shall be subject to review under 
reappraisement proceedings under section 501 of the Tariff Act of 19380 (U.S. C., 
title 28, ch. 169). 
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The United States Customs Court and the Court of Customs and Patent Ap 
peals have, for many years, assumed jurisdiction and decided thousands of cases 
involving findings of the appraiser that one or the other bases of stated values 
did or did not exist. It has been stated by the sponsors of the bill that omission 
of this section would not affect or diminish this historic court review. If there 
be any doubt whatever on this score, section (b) of the present- law should be 
reinstated. 

There are a number of detailed objections to the definition of various 
bases of alternative values in their present suggested form. For example, 
appraising officers would be authorized to ascertain or estimate United States 
value or comparative value. An estimate may involve use of discretion and 
to that extent, at least, limit possible judicial review. ‘There is no need for 
this added power to appraisers and the suggested definitions of value are 
completely workable without it. Accordingly, the words “or estimated’ should 
be deleted at page 20, line 8, and page 20, lines 16 and 17. Similar amend 
ments should be made by deleting the words “or estimated” on page 22, line 
10; page 23, line 34; page 24, line 12; and page 24, line 1°. 

Further objections to section 13 go to the suggested new comparative value 
as a basis of dutiable value, to the absence of any provision for making known 
to importers the basis of appraisement action py customs officers and to the com 
plete absence of any time limit on appraisements. 

Comparative value—Comparative value is defined to be the equivalent of ex 
port value as nearly as such equivalent may be ascertained or estimated on the 
basis of export or United States value of other merchandise from the same 
country, Which is comparable in construction or use with the merchandise 
undergoing appraisement, with appropriate adjustments for differences in size, 
material, construction, texture, or other differences 

It would be difficult to find language vesting broader discretionary power 
in an administrative officer, and might well lead to wide abuses. Also, as long 
as no requirement exists for an appraising officer to set forth the official basis 
of his appraisement action, this wide open basket provision, or residual clause 
for comparative value, might constitute an open invitation to appraising officers 
to arbitrarily fix values on imported products with the extent of possible court 
review and correction considerably in doubt. 

Requirement should be inserted to provide specifically that an appraiser 
shall disclose the basis of his appraisement in his return of value; that is, 
that he shall state on the face of the papers whether his findings of value is based 
upon export value, United States value, comparative value, or constructed 
value. Such a requirement would impose no hardship or additional work upon 
appraisers or other customs officers. It would simply mean that in putting 
down the figures of the value determined by the appraiser, he would add 
appropriate words to denote the basis thereof, as for example “export value.” 
This is done by some appraising officers under existing practice and was form- 
erly required by customs regulations,’ by adding initials to denote the basis 
of value as for example “F. V.,” meaning foreign value, and “U. S. V.,” mean 
ing United States value. Such practice is not uniform or general today in the 
absence of any requirement thereof, however, and as a consequence, an im- 
porter, if he desires to challenge the correctness of an appraised value, is wholly 
in the dark as to the starting point therefor. 

It is recommended that a new provision be added at the end of section 15, 
page 24, following line 19, to the following effect: “No appraisement made un 
der the provisions of this section shall be complete unless there be included in 
the return of value by an appraiser a statement of the basis on which such 
appraisement is made.” 

A most serious objection to section 13 as now presented is the lack of any 
provision therein for a time limit on appraisement. Under present law, an im 
porter is required to wait months and even years before he is informed of the 
dutiable value of the merchandise imported by him. In the case of merchandise 
subject to ad valorem duties, he cannot know the possible limits of his ultimate 
duty liability until the appraisement has been made. Importers, through no 
fault of their own, have been frequently subjected to heavy losses by appraisers’ 
increasing dutiable values of merchanidse entered’ by them long after the 
merchandise had entered consumption and had been disposed of. Many of the 
delays which have occurred, have, as has been pointed out, been due to the 


1 Customs Regulations of 1937, art. 776 (t) ; C. R. of 1931, art. 778 (t). 
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difficulties of ascertaining market value in the country of exportation: that 
is, a 80-called foreign value, With removal of foreign Value as a basis of dutiable 
Value and the other Changes jn the Proposed section 13 calculated to Simplify 
the determination of proper dutiable value of imported merchandise. nO reason 
Would exist uny longer for the interminable delays Which now occur in cbtain- 
ing tppraisement action, 

Importers fenerally desire certainty, That is, they want to know their outside 
Possible liability by way of duty, 4 time limit Of 120 days from the date of entry 
would give appraisers, under the Proposed legislation, ample time jn Which to 
complete appraisal action, 

It is therefore, suggested that at the end of section 18 there he inserted a new 
Section to brovide Substantially as follows : 


PROP SED AME NDMENT 


“If the appraiser shal] fail to complete his appraisement 
and 'wenty days after the date of entry, the COnSignee or his 
any judge of the | hited States Customs Court for an order to show Cause why 
the appraisement Should not be Completed, 4 ©OPpy of said order Shall be Served 
upon the Assistant Attorney Genera] in Charge of Customs. On the return of 
the ord r, the judge before Whom the same is returnable may, for S00d cause 
shown, issue an order to the appropriate Customs officer directing the trans- 
mitta] forthwith to said court of the entry and all accompanying papers and if 
the appraisement has not been completed, he May proceed to determine the 
Value of the Merchandise in #ccordance with the proy isions of this section The 
United States Customs Court is hereby Ziven jurisdiction tO take any and all 


Within one hundred 
afcent nay apply to 


g 

acts hecessary to effectuate the foregoing Provision.” 
The Proposed ‘imendment affords the importer an Opportunity to SO before 
the United States Customs Court and Prove a valne if he js able to do so and 
if he feels the *ppraisement has been Withheld Without good cause. This avenue 
Of litigation should not in any Way weaken eXistine Safeguards to the revenue. 
In the first place, the appraiser js given 120 days Within Which to act. Secondly, 
When this time is inadequate the Assistant Attorney General Nay oppose the 
order and establish that delay is requisite jn order to fing value. In the third 
place, the importer Will not Proceed unless he has in his POSSession ey idence suf- 
ficient to establish a Value. Even after the order has been signed, the Gov- 
ernment could apply for time y ithin which Co gather the evidence y hich is neces. 
sary in order to put in an adequate OPPosition to a Claimed Value. Fnally, be. 
tween the time when the order is Signed and the date When it is returnable, 
the appraiser could complete his ippraisement at the highest Value whieh in 
his judgment Was Consistent With ftecuracy and the importer Would be left to 
his existing remedy of an appeal to reuppraisement. 


SECTION 17 AMI NDMENT OF ENTRIES AND DUTIES ON 1 NDERV AY UATION 


The bill wmends section 487 of the tariff act by deleting therefrom “or at any 
time before the invoice or the merchandise has come under the Observation of 
the appraiser for the Purpose of appraisement.” This amendmenr Would elim- 
inate the right sranted by the Present statute of amending entered values at 
4ny time before appraisement of the merchandise. 

Such imendments to entries are necessary now in order to Permit the jm- 
porter to decrease his entered value Where he knows the appraiser wil] appraise 
a{ a figure legs than his original] entered value and likewise, to save himself 
the burden of a Penalty under Section 489 y here he knows the appraiser wil] 
advance his Values, 

By repeal] of the requirement of Section 503 that duty be based on the entereq 
or fina] appraised value, Whichever jg higher, and the removal of Penal duties 
for undervaluation under section 489 in all Cases except yw here the importer 
has failed tO cooperate fully with the appraiser, the necessity for amendments 
fO entries Will, in practically al] cases, he eliminated. However. Such right of 
amendment should be retained and Should be available to an importer. We sug 
Sest the possible Case of an importer Who has ©ooperated to the best of his 
ability with the appraiser byt feels that the tppraiser intends {0 advance his 
Values and to report to the Collector that the importer has not fully cooperated. 
Such a Situation May arise because of honest differences Of opinion on the rele. 
vancy of facts, Or On the law applicable, or some personal differences between the 
‘ppraiser and the importer : in which Case, the importer can protect himself from 
Dossible Penalties under Section 489 only by amending his entered values 
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The desired result of eliminating paper work will be accomplished even 
though the amendment provision in section 487 be retained as amendments will 
be necessary in relatively few cases. 

On page 28, line 4, it is believed that the word “required” should be changed 
to read “requested.” To avoid arbitrary action, additional duties for under- 
valuations should not be applied unless an importer has refused to meet a 
reasonable request by an appraising officer for relevant information available 
to the importer. 

On page 28, line 21, to page 29, line 9, a new proposal is inserted that the 
assessment of additional duties may be remitted or payment avoided by an ad- 
ministrative decision under section 515. No reason is seen why the collector 
of customs should be authorized to review a determination of a coordinate 
officer of the customs, i. e., the appraiser, on the question of whether an importer 
had complied with a request of the appraiser to supply him with information 
This would mean the creation of an additional administrative forum and would 
add to and not subtract from the burdens upon administrative officers and im- 
porters. The rights of the importer would be amply protected if in any case 
in which he believes additional duties were wrongly assessed, his present right 
of petitioning the customs court directly be preserved and maintained. 

It is accordingly suggested that the proposed subdivision (b) on page 28, 
lines 21 to 25, and page 29, lines 1 to 9 be amended to read as follows: 

“Such special duty shall not be construed to be penal and shall not be re 
mitted nor payment thereof in any way avoided except upon the finding of the 
United States States Customs Court upon a petition filed at any time before 
expiration of 60 days after liquidation, under such rules as the court may pre- 
scribe, that the entry of the merchandise at a less value than its final appraised 
value was without any culpable negligence or intention to conceal or misrepre- 
sent the facts of the case or to deceive the appraiser as to the value of the 
merchandise.” 

Section 17, subdivision (c) at page 30 purports to amend section 501 of the 
Tariff Act of 1930, as amended, by adding a provision for the sending of appraise 
ment notices to importers if such notice is requested in writing and requires page 
30, lines 10 and 11 “a substantial reason or reasons for requesting the notice.” 
This language subjects the right of an importer to receive notice of appraisement 
to a determination by customs officers whether the reasons given therefor were 
substantial in the judgment of such customs officers. An importer is entitled to 
a notice of appraisement in any event without a request and as a matter of 
right. It is therefore suggested that the words on page 30, lines 9 to 11 “setting 
forth a substantial reason or reasons for requesting the notice” be deleted. 

The proposed changes and the definitions of dutiable value with respect to 
amendment of entries and additional duties for undervaluations as set forth 
in sections 13 and 17 of the bill now before the committee, are so revolutionary 
in character that very specific amendments should be made to section 501 of the 
Tariff Act of 19830, as amended, to prevent any undue hardship upon importers 
or interference with the long-established judicial review of appraisement admin 
istrative actions. To accomplish this the second sentence of said section 501, 
as amended, should be amended by inserting following the word “appraiser” the 
words “including all determinations entering into the same.” 


SECTION 20 CONVERSION OF CURRENCY 


The proposed section 20 dealing with conversion of curreney would alter radi 
cally the existing system for converting foreign currencies for purposes of assess- 
ment and collection of duties as judicially interpreted by the United States 
Supreme Court, and the United States Court of Customs and Patent Appeals, 
Barr v. United States (824 U.S. 83 of 1945), Barr v. United States (35 C. C. P. A. 
1, 1947). Simplification might be achieved under the new proposal, but if so, if 
would be at the expense of the long-recognized rights of importers and foreig! 
traders to have the duties fixed by the Congress imposed on the true value of 
merchandise imported into the United States. 

Under existing law the true dollar value of imported merchandise for customs 
purposes is required to be ascertained by conversion of foreign currency at the 
proclaimed value of foreign coins on the gold basis. 

The statute provides that “the value of foreign coin as expressed in the money 
of account of the United States shall be that of the pure metal of such coin of 
standard value” and the Secretary of the Treasury is required to proclaim quar- 
terly “the value of the standard coins in circulation of the various nations of 
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the world.” It is claimed that these proclamations now serve little purpose 
because of the general abandonment of the gold standard and that customs duties 
are rarely based upon such proclaimed values. The proposed revision would 
accordingly repeal the requirement referred to and substitute par values main- 
tained pursuant to articles of agreement of the International Monetary Fund or 
by any other international agreement to which the United States may become 
a party. 

The customs bar feels that the question of whether or not the gold standard 
should be abandoned is a matter of policy for determination by the Congress. 
We do, howev\ er, direct the attention of the committee and the Congress especially 
to the fact that the determination of the values of the foreign coins would be trans- 
ferred out of the hands of a United States agency to an international organiza- 
tion if the proposed substitute currency provision be adopted. 

Under present law, if the Secretary of the Treasury has not proclaimed any 
so-called mint par for a particular foreign currency, or if the commercial rate, 
called the buying rate in the New York market, differs more than 5 percent from 
the proclaimed par values, then conversion of the currency is required to be made 
at such commercial buying rate. 

The duty of determining such commercial-buying rates is placed upon the 
Federal Reserve Bank of New York. The existing law has been judicially in- 
terpreted to require certification and use of more than one exchange rate in 
situations where multiple exchange rates exist for one or more currency. The 
courts have held that the proper rate applicable to a particular class or kind 
ef imported merchandise was the rate used commercially for the purchase and 
sale of that particular class and kind of merchandise (Barr v. United States, 
35 C. CC, RP. A. 1, of 1947). This judicial construction has operated to insure 
that an importation into the United States purchased in foreign currency would 
be translated into American currency at a value which would truly and ac- 
curately reflect the actual commercial value of the merchandise. 

‘Lhe peoposed revision would do away with this system and substitute use of 
a Single rate of exchange fixed by the international monetary fund or some other 
unnamed international organization in all cases where such par values existed, 
and would permit use of a commercial-buying rate only in cases where such par 
value had not ben determined by some such international organization. ““ven 
where the commercial-buying rate could be used, however, such use would be 
subject to discretion of the Secretary of the Treasury. 

For all of these reasons the Association of the Customs Bar is opposed to see- 
tion 20 of H. R. 5505. The following amendments to such proposal are necessary 
to avoid too sweeping a delegation of the power of the Congress to maintain the 
historic right of importers to judicial review of administrative action, to avoid 
possible arbitrary administrative action and to insure that, as in the past, the 
value of foreign currencies shall be converted into United States values for the 
purpose of assessment and collection of tariff duties pursuant to a system that 
Will insure such collection on a true value of the imported products 

Pave ?4, lines 4 and 5, delete the words “or pursuant to any other international 
agreement to which the United States is a party.” This suggestion is believed 
self-explanatory and is intended to prevent a blind delegation of uncontrolled 
power (See Panama Refining Co. v. Ryan, 293 U. S. 388; Schechter Poultry Corp. 
v. United States, 295 U.S. 495.) 

Page 34, line 11, delete the words “subdivision (d)” and substitute therefor 
the words “subsections (b) and (¢)”. 

Page 34, line 14. Following the word “date” insert the words “or if such par 
value varies by 5 percent or more from a value measured by the applicable buy- 
ing rate in the New York market at noon on the date of exportation.” This 
amendment is necessary to preserve the historic system of converting foreign 
currency at the true commercial value. 

Page 34, line 14, insert the word “buying” the word “applicable. Page 34, line 
23. Following the word “certified” insert the following: ‘for each business 
day, excluding Sundays and days on which banks are generally closed.” 

The existing law requires the Federal Reservey Bank to certify buying rates 
daily. In practice this has proved too strict a requirement but it should be 
made clear that the Federal Reserve Bank is required to certify buying rates 
for every business day in order that all such rates may be available for use when 
needed. 

Page 34, lines 24 and 25, delete the words “at such times and to such extent 
as he shall deem necessary.” The Supreme Court of the United States held in 
Barr vy. United States (324 U. S. 88) that the power of the Secretary to publish 
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buying rates under present law was purely ministerial and that such power might 
not be exercised in such a way as to defeat the method of assessment which 
Congress had provided. In that case the Secretary of the Treasury caused to be 
published only the higher of two rates for the English pound, and caused conver 
sion of the currency to be made at such higher rate. The Court held this to be 
error and that even though the lower and correct rate had not been published 
it must be used to reflect the true dollar value of the importation. Despite this 
injunction of the Supreme Court, the Secretary of the Treasury has failed to 
publish all of the buying rates certified to him by the Federal Reserve bank for 
the purpose of the present statute, section 522 of the Tariff Act of 1930. As a 
consequence, importers are frequently left in the dark as to the existence or non- 
existence of the proper certified rates applicable to their merchandise. The 
above-suggested amendment would require the Secretary of the Treasury to 
publish all buying rates certified to him under the currency statute. 

Page 35, following line 9, insert a new subdivision (b) to read substantially as 
follows: 

“If more than one buying rate exists for a particular foreign currency, the 
Federal Reserve Bank of New York shall determine and certify under the provi- 
sions hereof and for the purposes of this section, each and every such buying rate 
actually used in commercial transactions.” 

Subdivision (c) of the proposed section 522 provides for certification by the 
Federal Reserve Bank of New York of dual or multiple rates of exchange for a 
particular foreign currency. It has been the practice of the bank to certify only 
those rates which it decided were properly applicable to the conversion of foreign 
currency for the purpose of assessment and collection of tariff duties. It has 
failed to certify some commercial buying rates which were actually used in com- 
mercial transactions in connection with the importation of merchandise into the 
United States. The Supreme Court has held that the power of the bank to 
certify exchange rates is in the category of administrative or executive action 
which is nonreviewable (Barr v. United States supra). (See also Schmoll Ince. v. 
Federal Reserve Bank, 286 N. Y. Rep. 503 of 1941.) 

If conversion of currency is to be made on a basis to truly and accurately 
reflect the actual value of the imported merchandise, it should be made manda- 
tory upon the Federal Reserve bank to certify all commercial buying rates for 
a particular foreign currency. If this be done, the bank’s determination of such 
rates would still be a discretionary act and nonreviewable in the courts, to he 
sure. But the integrity of that bank would insure that all commercial buying 
rates which existec for a particular foreign currency would be certified and 
published. Customs officers would thus have before them complete information 
of all possible cominercial buying rates and, in accordance with the further 
direction of the statute, would be required to use the rate which reflected the 
value of the foreign currency in particular commercial transactions. Unless this 
suggestion be adopted, it is not seen how the direction in proposed subdivision (c), 
page 35, lines 15 and 16, that the applicable rate or rates shall be used “which 
reflect effectively the value of that foreign currency in commercial transactions” 
will mean anything. 

Page 35, lines 20 to 25, and page 36, lines 1 to 8, inclusive, delete the entire 
section beginning with the word “when” on line 20. For reasons already fully 
stated, this is believed to be far too broad and sweeping a power to grant to any 
administrative officer, and particularly to any international organization under 
any international agreement to which the United States may become a party. 


POSSIBLE EFFECT REORGANIZATION PLAN NO, 26 OF 1950 


The possible effect of the Reorganization Plan No, 26 of 1950 (15 Fed. Reg. 
4935) must be considered in connection with the pending bill. Under that plan 
the Congress approved the transfer to the Secretary of the Treasury of “all 
functions of all other officers of the Department of the Treasury and functions 
of other agents and employees of such Department” (Sec. 1-A, Plan No. 26). 

Section 2 of that plan further provides that the Secretary may. from time to 
time, make provisions “as he shall deem appropriate” authorizing any officer, 
agent, or employee to perform any of the functions so transferred to the Secre- 
tary. It is understood that the Secretary of the Treasury has redelegated the 
functions of the Bureau of Customs and all customs collectors and appraisers to 
the representative agency or official under an order No. 120 issued July 31, 
1950. Notwithstanding this fact,.the Secretary of the Treasury would seem 
to possess authority to repossess these functions at any time by rescinding his 
order No. 120 referred to and to substitute his judgment and action for that 
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of collectors of customs and appraising officers. The result may well be again 
to raise the question of the scope of judicial review intended by the Congress 
to be applied to all actions of collectors of customs and appraising officers. 

Statements were made in the record before the Ways and Means Committee 
that the provisions of the proposed customs simplification bill are not intended 
to and will not alter or take away in any respect, existing rights of importers 
to full judicial review of administrative action in connection with imports. No 
possible doubt should be permitted to exist on this point. To insure preservation 
of this invaluable right to the import trade, there should be inserted at the end 
of the bill a provision along the following lines : 

“Nothing in this Act or in Reorganization Plan Number 26 of 1950 or in other 
reorganization plans adopted pursuant to the Reorganization Act of 1949, shall 
be construed to limit or restrict any rights of importers and others under sec- 
tions 489, 501, as amended, and 514 and 515, Act of 1930, or to limit or restrict the 
jurisdiction of the United States Customs Court or the United States Court of 
Customs and Patent Appeals (28 U.S. C. 1582, 1583, 2631-2637, inclusive. 2635S 
2642, inclusive). 

Senator Kerr. Mr. Miller? All right, Mr. Miller, you may sit 


down. 


STATEMENT OF CHARLES C. MILLER, DIRECTOR OF PUBLIC 
RELATIONS, RUBBER MANUFACTURERS ASSOCIATION, INC. 


Mr. Miter. Mr. Chairman, my name is Charles C. Miller. I am 
employed by the Rubber Manufacturers Association, Inc., of 444 
eA Avenue, New York, as director of public relations. 

Mr. C. P. McFadden, chairman of the rubber footwear division 
of our association, had been scheduled to appear before you today. 
Due to circumstances beyond his control, he found it impossible to 
reach Washington in time for this hearing. 

In his place and on behalf of the rubber footwear manufacturing 
industry, I should like to make a very brief statement for the record. 

We appeared before the House Ways and Means Committee during 
the first session of this Congress to register our objections to several 
provisions of the customs simplification bill as considered in its origi- 
nal form. 

Our primary objection was directed at the proposal in the original 
measure to scuttle the long-aecepted American selling price principle 
as a basis for computing duty on certain imports, among them, water- 
proof rubber footwear and rubber-soled canvas footwear. 

The rubber footwear industry was pleased to note that the House 
saw fit to retain the American selling price pr inciple which has been 
a basic part of the organic customs law of this nation for more than 
a quarter of a century. 

There remain in the measure now before you, however, certain pro- 
visions that disturb the rubber footwear industry and give it cause 
for concern. 

The provisions to which we refer were not remedied by the House. 
For that reason we wish to register again our objections to these fea- 
tures of the bill. 

Since these aspects of the measure are essentially technical in their 
nature, I wish to leave the discussion of the details to our counsel, Mr. 
John G. Lerch, who is scheduled to follow me on today’s calendar. 

Mr. Lerch will discuss these provisions in detail. We endorse all of 
the arguments that Mr. Lerch will submit. 

Thank you very much, Mr, Chairman, for your courtesy in per- 
mitting us to be heard. 
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Senator Kerr. All right, Mr. Miller, we will hear Mr. Lerch. 

Mr. Mitxier. Thank you, sir. 

Senator Kerr. I understand Mr. Lerch is appearing here on behalf 
of some eight organizations. 

Mr. Lercn. Eight industries; yes, sir, Mr. Chairman. 

Senator Kerr. Well, I trust that the word you used, “industries,” 
is not entirely different from the word I used, “organizations.” 

Mr. Lercu. Not at all. 

Senator Krrr. You may proceed. 


STATEMENT OF JOHN G. LERCH 


Mr. Lercu. Mr. Chairman, my name is John G. Lerch. I am the 
surviving partner of the firm of Lamb & Lerch, doing business at 

5 Broadw ay, New York City, specializing in the practice of customs 
ea 

I entered the customs field in 1912 as private secretary to the Hon- 
orable Eugene G. Hay, a judge of what is now the United States 
Customs Court. In that capacity, it was part of my duties to assist 
in the preparation of decisions of customs cases. In 1920 I left Judge 
Hay and joined the staff of the Assistant Attorney General in Charge 
of Customs, where for 5 years I was Chief of the Reappraisement 
Division which had charge of all litigation pending before the customs 
courts involving the vy ‘alue of merchandise. On January 1, 1926, I 
left the Department of Justice to establish my present firm. I have 
been continuously in the practice of customs law since that date. 

I am appearing here on behalf of the following industries: Candle 
Manufacturers Association, 19 West Forty¥- fourth Street, as York, 
N. Y.; Twisted Jute Packing and Oakum Institute, 19 West Forty- 
caaests Street, New om Ms a3 Le Industrial Wire Cloth Institute, 
74 Trinity Place, New York; National Building Granite Quarries 
Association, Inc.. 114 East Fortieth Street, New York, N. Y.; the 
Rubber Footwear Division of the Rubber Manufacturers Association, 
444 Madison Avenue, New York, N. Y.; the Toy Manufacturers of 
the U.S. A., Inc., 200 Fifth Avenue, New York, N. Y.; United States 
Potters Association, East Liverpool, Ohio, and the Collapsible Tube 
Manufacturer’s Association, 19 West Forty-fourth Street, New York, 
ee 

May I say at this point, that I testified before the Ways and Means 
Committee of the House on this bill, and submitted a brief, and that 
appears at page 319 of the printed record of the Ways and Means 
Committee hearings. In that brief I touched on various sections, 3, 
6, 11, 13, 17, 19, and in my testimony, 20 of the present bill, and rather 
than go into that all over again, I ask the committee to have reference 
to that brief as printed in the House record. 

Senator Kerr. That is different from the statement you will make 
here ? : 

Mr. Lercn. I am going to touch on some of those points. 

Senator Kerr. If you care to, that may be inserted as part of this 
record. 

Mr. Lercu. I would appreciate it very much. 

Senator Kerr. Very well. 
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(The brief above referred to is as follows:) 


Avuaust 1951. 


Re customs simplification bill, H. R. 1535. 


(CHAIRMAN, WAYS AND MEANS COM MITTEE, 
House of Representatives, Washington, D. C. 

Sire: I testified before your committee on August 14, 1951, and in that appear- 
ance I limited my remarks to a few of the sections in the proposed bill which I 
regarded to be the more important and illustrative of the intent and scope of the 
revision of the existing law. 

Since I appeared, I have heard most of the testimony that has been introduced 
and it occurs to me that it would be helpful to the committee in the consideration 
of this bill if a more complete survey was made and the committee shown the 
actual changes which more of the sections in the bill would accomplish. 

I therefore respectfully ask that this memorandum be received and made a 
part of my original remarks. 


REPEAL OF SPECIAL MARKING REQUIREMENTS 


Section 3 repeals the special provisions in a number of the paragraphs of the 
Tariff Act of 1930. The first in the enumeration is paragraph 28. It provides 
for the deletion of the words “the immediate container and,” where they appear 
in subparagraph (f) of that paragraph. This would leave the only requirement 
for the identification of a color, dye, stain, etc., that of describing it on an in\oice, 
and would permit the entry into the commerce of the United States of foreign 
made products in this paragraph with no identification on the container that 
reaches the consumer to show its foreign origin. There are many articles under 
this paragraph where their American origin would be a definite asset in their 
acceptability. Fore'gn origin may be a detriment. This same observation could 
be made as to each of the commodities in the paragraphs enumerated in section 
3 (a), and as to which the special marking provision is deleted. Congress, over a 
period, has seen fit to accord these American industries the protection of having 
eertain competitive foreign merchandise so specially marked that the consumer 
will know that he is not getting domestic-made merchandise. The removal of 
this requirement may definitely permit the sale of imported merchandise in this 
country as American-made goods. 


FREE ENTRY PROVISIONS FOR TRAVELERS 


Section 6 (c) (A) and (B) of the proposed bill provides for the free entry of 
merchandise being brought back by American tourists. Subparagraph (A) per- 
mits one who has remained abroad for a period of not less than 48 hours to bring 
back with him $200 worth of merchandise. Subsection (B) permits an American 
citizen who has been abroad for a period of not less than 12 days, to bring back 
$500 worth of merchandise. 

While it may seem an altruistic attitude toward our citizens on the part of their 
Government, this provision could very readily work great hardship on some do- 
mestic industries. For illustration, English bone china because of arrangements 
between England and Canada sells in Canada at a very reasonable price over that 
at which it is sold in this country and over comparable merchandise made in this 
country. If a traveler to Montreal, let us say, remained there for the 12-day 
period, he could bring back four or five bone china dinner sets, free of duty under 
this exemption, and it could develop into a very prosperous industry running these 
valuable china sets into this country and disposing of them at the prevailing 
American price to the detriment of the American industry. 

While the proposed section provides a penalty for the sale of merchandise 
brought in by tourists, this provision in practice would be practically meaningless 
since it would be impossible to check every $500 worth of merchandise brought 
in by tourists to determine whether it had been sold. 


ADMINISTRATIVE EXEMPTIONS 
Section 11, among other things, contains a provision which in the language of 


the Treasury Department analysis of this bill “would allow persons to bring with 
them or import by mail up to $10 for their personal use, and would allow free 
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entry up to $5 in other cases.” It is conceivable under the $10 exemption for 
mail importations that a mail-order house in Canada circularizing the United 
States could become very prosperous to the detriment of American industry. 

While it is true that the present law requires the collection of duty on trivial 
amounts, yet that might prove a good investment over the injury that may be 
done by the free entry of merchandise up to $10. 


VALUE—SECTION 13 


I have commented upon this section in my appearance before your committee. 
In my comments on comparative value, I intimated that the great bulk of im 
ported merchandise subject to ad valorem duties would be appraised on the 
comparative-value basis which permits an appraiser to arrive at a value for 
imported merchandise by a system of additions, deductions, and allowances, all 
of his own making. 

That comparative value would be the form most generally used is confirmed 
in the Treasury analysis at the bottom of page 22 in its explanation as to why 
constructed value would be so little used “since it would make it possible for 
appraisers to estimate the comparative value from comparable merchandise in 
inany cases which now must go to ‘cost of production.’ ”’ 

On page 23 of the analysis, the following sentence appears: 

“Entirely apart from questions of administrative expense and efficiency, the 
Treasury Department believes that in any system of ad valorem taxation, the 
value used should be the true value, the market value when the merchandise has 
a market, and not an arbitrary or fictitious value.” 

How this language can be applied to comparative value is very difficult to 
understand since a value arrived at by an appraiser through estimates and allow 
ances must of necessity be more or less arbitrary or fictitious. It certainly does 
not subscribe to a definition of fair or actual value. Under this system, would 
not an importer have to be able io read the uppraiser’s mind to determine what 
amount of duty he is going to pay when he imports a given siipment? 

Furthermore, section 13 contains new definitions. Assuming, which I think is 
most doubtful, that under the proposed law the right of judicial review of the 
appraiser’s action will remain, it will require decades of litigation in our customs 
courts before the meaning of these definitions can be definitely ascertained. In 
the light of the flood of litigation that is certain to occur, can it be said that the 
work of the appraiser will be simplified, or would it not be more accurate to say 
it will become uncertain and confused? 

As I have said before, there can be no reason for the abandonment of the present 
system for an entirely new system, except as the Secretary admits on page 24 of 
the analysis that we pledged ourselves to some such system in article 7 of GATT. 


AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


Section 17 will, from any practical interpretation you can place on it, virtually 
remove the assessment of additional duties that are now imposed under our law. 
Existing law, in effect, requires that there be assessed in addition to all other 
duties a duty of 1 percent for each 1 percent that the appraised value exceeds 
the entered value. 

Over a long experience, this policy was found necessary in order that the 
importer accurately state on his entry the proper value for duty purposes. This 
assured the appraiser of the maximum amount of information as to the value 
of imported merchandise. Under existing law where an additional duty was 
assessed, it can only be remitted by the United States Customs Court upon a 
finding that the entry at less than the appraised value was made in good faith 
and not intended to deceive the appraiser. The proposed section 17, to use the 
words of the Secretary at page 29 of his analysis, ‘would provide that the under 
valuation duty shall apply only in cases where there is not only an undervaluation 
but also a failure on the part of the importer to furnish to the appraiser all infor 
mation available to the importer at the time of entry or within a reasonable time 
thereafter, which is required by customs and is relevant to the value of the mer- 
chandise.” [Italics ours. ] 

The bill also gives discretion to the customs officials to determine whether or 
not additional duty shall be assessed, and it is only such cases in which the cus 
toms official decides to penalize an importer and assess the additional duties that 
will go to the United States Customs Court as under existing law. 

This discretion, coupled with the ability of the appraiser under section 13 of 
the proposed bill to estimate values, is, as has been said, that it gives too much 
power to a dishonest man and more power than an honest man would want. 
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CORRECTION OF ERRORS AND MISTAKES 


Section 19 of the proposed bill amends section 520 (a) (38)—clerical error. 
This subsection permits the correction of a clerical error within a certain time 
and under certain conditions. The proposed section broadens this provision so 
as to include: 

“(1) A clerical error, mistake of fact, or other inadvertence not amounting to 
an error in the construction of a law, adverse to the importer and manifest from 
the record or established, by documentary evidence, in any entry, liquidation, 
appraisement, or other customs transaction, when the error, mistake, or in- 
advertence is brought to the attention of the customs service * * *.” 

The customs courts have construed existing law to relate only to a clerical 
error which was manifest from the papers in the case. The decisions also tend to 
limit this remedy to the invoice and entry papers. 

Under this proposed provision it is made to include a “mistake of fact, or 
other inadvertence not amounting to an error in the construction of a law, * * * 
manifest from the record or established by documentary evidence.” By this 
language there is placed in the hands of the Secretary of the Treasury the right 
to pass upon practically any irregularity that will be alleged to have occurred in 
the entry, liquidation, appraisement, or other customs transaction. 

During the hearings a member of your committee expressed a suspicion that 
tnere may be sleeners in this act. If there are circumstances under this act that 
can be so designated, this is one. 

Under existing law, the Secretary is empowered to correct a manifest clerical 
error. All other jurisdiction he is given by this bill is reserved to the United 
States Customs Court upon a timely appeal or protest after the action of the 
administrative Government official has taken place. 

Under this provision the Secretary of the Treasury could readily become the 
vourt of first instance in cases of this character and if the importer secured the 
desired redress in this forum obiously he would have no reason to appeal to 
the customs courts. 

Mr. Chairman, I have imposed upon you to the extent of this memorandum in 
an effort to show what I meant when I testified before your committee that this 
bill amounted to a tariff revision under an anesthetic. 

From the sections that I have reviewed in my testimony and in this memo- 
randum you can readily see that provisions of existing law have been repealed 
in toto. Entirely new provisions have been substituted. Existing powers of 
Government officials have been materially extended. Board discretion has been 
vested in Government officials where it does not now exist. The provisions of this 
bill may materially change the jurisdiction of the customs courts over some 
forms of litigation. And, finally, there is grave question under the proposed bill 
as to whether or not it will not completely divest the court of its jurisdiction on 
questions of value. 

Respectfully submitted. 

JOHN G. LERCH. 

Mr. Lercn. I have another brief which I am going to ask to be 
inserted in the record. 

Senator Kerr. If it is repetitious, then it will not— 

Mr. Lercn. No; it is not. 

Senator Kerr. All right. 

(The document referred to is as follows :) 


APPLICATION OF AD VALOREM RATES OF DUTY 


LEGISLATIVE History, REVIEW oF BASES OF APPRAISEMENT, AND COMMENTS ON 
SECTION 15, H. R. 5505 


(By John G. Lerch, New York) 
REVIEW OF LEGISLATIVE HISTORY 


In order to more fully understand what we have in the provisions of section 
402 of the Tariff Act of 1930, and how section 13 of H. R. 5505 may affect it, it 
may be well to examine briefly the history of what led to this section. 

The preamble to the very first Tariff Act passed by our Congress on July 4, 
1789, reads as follows: 
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“Spec. 1. Whereas it is necessary for the support of government, for the dis- 
charge of the debts of the United States, and the encouragement and protection 
of manufactures, that duties be laid on goods, wares and merchandise imported.” 

That act levied both specific and ad valorem duties. The act based the ad 
valorem duties on the “value thereof at the time and place of importation.” 
This was substantially the British system of assessing duty on the value of the 
merchandise on the pier at the time of importation. It has sometimes been called 
landed yalue. 

In the act of April 20, 1818, apparently the basis of value was changed by 
section 4 to a form of export value: 

“Sec. 4. And be it further enacted, That the ad valorem rates of duty upon 
goods, wares, and merchandise, shall be estimated by adding twenty per cent. 
to the actual cost thereof, if imported from the Cape of Good Hope, or from 
any island, port, or place, beyond the same, and ten per cent. on the actual cost 
thereof, if imported from any other place or country, including all charges, except 
commissions, outside packages, and insurance.” 

In section 9 of this same act of 1818 the appraisers are instructed to find, “to 
the best of their knowledge and belief, the true value thereof when purchased, 
at the place or places whence the same were imported.” 

In section 8S of the Tariff Act of May 19, 1828, we find on value the following: 

“* * * ond in all cases where there is or shall be imposed any ad valorem 
rate of duty on any goods, wares, or merchandises, imported into the United 
States, it shall be the duty of the Collector within whose district th» same shall 
be imported or entered, to cause the actual value thereof, at the time purchased, 
and plece from which the same shall have been imported into the United States, 
to be appraised, estimated, and ascertained, * * * 

With this change there would seem to be a shift from export value to foreign 
valne. 

Up to this time there seems to have been no attempt on the part of Congress 
to define or enlarge upon the terms which it use! in descr’bing the basis for 
appraising the value of merchandise. This seems to have begun in the Tariff 
Act of August 30, 1842. 

With the enactment of the foregoing Tariff Act, Congress apparently saw the 
necessity for a more explicit Ceseription of the value basis for ad valorem mer- 
chandise. I quote from section 16 of the act of August 30, 1842: 

“That in all cases where there is or shall be impoced any ad valorem rote of 
duty on any goods, wares, or merchandise, imvorted into the United States, and 
in all cases where the duty imposed shall by law be regu'ated by, or directed to 
be estimated or basel upon the value of the square yard, or of anv specified 
quantity or parcel of such goods, wares, or merchandise, it shall be the duty of 
the col'ector. within whose district the same shall be imnorted or entered, to 
cause the actual market value or wholesale price thereof, at the time when 
purebased, in the principal markets of the country from which the s»me shall 
have been imported into the United States, or of the vards, parcels, or quantities, 
as the case may be, to be appraised, estimated, and ascertained, and to such 
value or price, to be ascertained in the manner provided in this act, shall be 
ac‘ded all costs and charges except insurance, * * *,” 

In the Tariff Act of March 3. 1865, again ad valorem duties were based npon 
foreign value, but the definition was changed to permit the determination of 
value “at the neriod of export»tion.” I quote: 

“That in all eoses where there is or shall be imposed any ad valorem rate of 
duty on any goods, wares, or merchandise imported into the United States. and 
in all enses where the duty imposed by law shall be regulated by. or directly to 
be est'mate? or based unon, the value of the square yard, or of any specified 
quantity or pareel of such goods, wares, or merchandise, it shall be the duty of 
the collector, within whose district the same shall be imported or entered, to 
eause the actual market value, or wholesale wrice thereof, at the period of the 
exportation to the United States, in the principal markets of the country 
from which the same shall have been imported into the United States, to be 
apyraised * © *” (grec. 7). 

In the Tariff Act of July 28, 1866, the wording of foreign value, which was 
the dntiahle value, was changed from “period of exportation” to the “time of 
exportation” : 

“That in determining the dutiable value of merchandise hereafter imported 
there shal! be adced to the cost. or to the actnal wholesa'e nrice or general market 
value at the time of exportation in the principal inarkets of the country from 
whenre the same shall have been imported into the United States, * * *” 
(sec. 9). 
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Then to this foreign value was added cost of transportation in the foreign coun- 
try from the place of manufacture to the port of shipment, together with cost of 
packing. 

For the first time in any act, I find in the Tariff Act of March 3, 1883, an 
alternative provision for the appraisement of merchandise where the statutory 
basis could not be ascertained. The basis in that act was foreign value, but 
what is now known as cost of production in the foreign country, was prescribed 
where foreign value could not be found: 

“Sec. 9. If upon the appraisal of imported goods, wares, and merchandise, it 
shall appear that the true and actual market value and wholesale price thereof, 
as provided by law, cannot be ascertained to the satisfaction of the appraiser, 
whether because such goods, wares, and merchandise be consigned for sale by 
the manufacturer abroad to his agent in the United States, or for any other 
reason, it shall then be lawful to appraise the same by ascertaining the cost or 
value of the materials composing such merchandise, at the time and place of 
manufacture, together with the expense of manufacturing, preparing, and putting 
up such merchandise for shipment, and in no case shall the value of such goods, 
wares, and merchandise be appraised at less than the total cost or value thus 
ascertained,” 

In the writing of the Tariff Act of June 10, 1890, Congress made a much more 
complete study of the appraisement of imported merchandise and took decided 
steps to insure a correct ascertainment of dutiable value. It enacted provisions 
requiring sworn consular invoices, more stringent requirements on entry, and 
originated the Board of United States General Appraisers (now the United 
States Customs Court) to judicially review the action of the appraisers and 
their interpretation of the statutes covering dutiable value. While the basis 
of dutiable value remained foreign value, the alternate value, cost of produc- 
tion, Was more adequately defined in the following manner: 

“Sec. 11. That when the actual market value, as herein defined, of any article 
of imported merchandise wholly or partially manufactured and subject to ad 
valorem duty, or to duty based in whole or in part on value, can not be ascer- 
tained to the satisfaction of the appraising officer, the appraiser or appraisers 
shall use all available means to ascertain the cost of production of such mer- 
chandise at the time of exportation to the United States, and at the place of 
manufacture; such cost of production to include cost of materials and of fabri- 
cation, all general expenses covering each and every outlay of wiiatsoever nature 
incident to such production, together with the expense of preparing and putting 
up such merchandise ready for shipment, and an addition of eight per cent. 
upon the total cost as thus ascertained; and in no such case shall such merchan- 
dise be appraised upon original appraisal or re-appraisement at less than the 
total cost of production as thus ascertained.” 

In addition to this, the penalty tor failure to declare proper dutiable value on 
entry Was made more effective. This act also removed from the jurisdiction 
of the collector of customs all questions cf value and vested the appraiser with 
sole jurisdiction over these questions, giving to the collector the right to appeal 

from this act it would appear tiat Congress realized the inadequacy o. exist- 
ing law to the proper administration of ad valorem duties. Important addi- 
tions were made to the law but to set them forth in this memorandum would 
make it cumbersome. Therefore, I refer to scction 6 through 13 of that act 
for these changes, 

In the act of July 24, 1897, cost of production was revised so as to include in 
this form of value a larger profit. To the costs of materials and fabrication 
plus general expenses and packing was added “an addition of not less than 8 
from the findings of the appraiser to the Board of G: neral Appraisers. 
nor more than 50 per centum upon the total cost as thus ascortained” together 
With the provision “and in no case shall such merchandise 
than the total cost of production as thus ascertained.” 
11, act of July 24, 1897.) 

In the Tariff Act of August 5, 1909, Congress retained the existing 
value and cost of production and in addition thereto provided what we now 
recognize as United States value. It also provided that if the foreign value 
could not be ascertained, then duty should not be assessed on less than the cost 

f production as set forth in the act. It provided that on imported merchandise 
Which is consigned for sale in the United States, or which is sold for e: portation 
to the United States, and as to which there exists no foreign value, it sheuld 
not be appraised at less than the United States value. I quote from section 11 
that act: 
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“* * * The actual market value or wholesale price, as defined by law, of 


any imported merchandise which is consigned for sale in the United States, or 
which is sold for exportation to the United States, and which is not actually 
sold or freely offered for sale in usual wholesale quantities in the open market 
of the country of exportation to all purchasers, shall not in any case be appraised 
at less than the wholesale price at which such or similar imported merchandise 
is actually sold or freely offered for sale in usual wholesale quantities in the 
United States in the open market, due allowance by deduction being made for 
estimated duties thereon, cost of transportation, insurance and other necessary 
expenses from the place of shipment to the place of delivery, and a commission 
not exceeding six per centum, if any has been paid or contracted to be paid on 
consigned goods, or a reasonable allowance for general expenses and profits (not 
to exceed eight per centum) on purchased goods.” 

Between 1909 and 1918 Congress must have realized the need for more stringent 
regulation of the dutiable value for ad valorem rates on imported merchandise. 
With the enactment of the Tariff Act of 1913 Congress provided additional 
requirements for invoicing, entering, and appraising merchandise and prescribed 
penalties and additional duties for failure of compliance. Although this act 
retained the basic form of values of the Tariff Act of 1909, by its administrative 
provisions it guaranteed a more rigid compliance. 

Present value provisions 

Even this attempt could not have kept pace with the ingenuity of the importer, 
for just 9 years later Congress, in the Tariff Act of 1922, collated, revised, and 
enlarged the provisions for the dutiable value of ad valorem merchandise, giving 
us for the first time the definitions of the different forms of value to be used 
and arranged them in the order of their application. These are substantially 
the provisions which are now in effect and govern the appraisement of imported 
merchandise even today. 

That they have been evolved through experience of over a century and a half 
through trial and error is manifest from the partial review I have made above. 

Over the entire period of tariff legislation, the Federal district courts, the 
Supreme Court of the United States, the Board of General Appraisers, and the 
United States Customs Court of Appeals have constantly reviewed the construc 
tion placed on existing value provisions in our laws, and these decisions have 
had a marked effect, if not a controlling influence, on the legislation developing 
the bases and definitions we have in existing laws (sec. 402, Tariff Act of 1930) 

I cite as typical of the decisions of our courts on this subject Tuska Son d 
Company v. United States (10 C, C. A. 65 (38 Treas. Dec. 254) ). 

Of still more importance in considering the effect of judicial interpretation on 
legislation, I cite the exhaustive consideration of “dutiable value” by our United 
States Court of Customs Appeals in United States y. Spingarn & Bros. (5 Ct. Cust 
Appls. 2; T. D. 34002 (25 Treas. Dec. 658) ). 

There can be no doubt but that this case and others, decided about the same 
time, led to the development and enactment of the value provisions, section 402 
of the Tariff Act of 1922, giving us the provisions in the statute today, that se 
tion setting the following formula: 

“Sec. 402. VaLur.—(a) For the purposes of this act, the value of imported 
merchandise shall be— 

*(1) The foreign value or the export value, whichever is higher ; 

“(2) If neither the foreign value nor the export value can be ascertained 
to the satisfaction of the appraising officers, then the United States value; 

“(3) If neither the foreign value, the export value, nor the United States 
value can be ascertained to the satisfaction of the appraising officers, then 
the cost of production ; 

“(4) If there be any similar competitive article manufactured or produced 


in the United States of a class or kind upon which the President has made 


public a finding as provided in subdivision (b) of section 315 of title III 0 
this act, then the American selling price of such article.” 

Then followed in (b), (c), (d), (e), and (f) comprehensive definitions setting 
up factual conditions that must exist as a prerequisite to the application of each 
of the bases of value. For example, each of the definitions contained the phrases 
“freely offered for sale,” “in the usual wholesale quantities,” and “in the ordi 
nary course of trade.” It has been constantly held by our administrative officers 
and the courts that if sales are restricted in any manner, goods are sold only at 
retail: or they are not sold in the ordinary course of trade; the presence of any 
one of these qualifications precludes the use of that basis of value. 
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Section 402 of the Tariff Act of 1930 substantially reenacted the Provisions of 
section 402 of the Tariff Act of 1922, and With a few minor changes in the 
Customs Administrative Act of 1938, it is the law today. Since 1922 our Treas. 
ury Department decisions and our court reports contain literally hundreds of 
decisions by our Customs officials and our courts construing the 
visions for Value; the meaning of practically every Word used in the value see- 
tions is known to importers, Government Officials, customs brokers, domestie 


producers, or any one willing to expend sufficient time and energy to examine 
the reports. 
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in the appraiser to speculate or estimate. sy the definition in subsection (h) 
the appraiser is given discretionary power to ascertain or estimate what is, for 
example, “such or similar merchandise.” This is a radical departure from the 
practice I have known and the requirements of our courts in construing the 
language of section 402. As I have above stated, our courts have construed the 
definitions of section 402 as requiring the existence of a set of facts in the absence 
of which neither the appraising officers nor the courts had any jurisdiction to 
estimate or make adjustments. ' 

Other vital changes that have been made in the definition of United States 
value, section 13 (c), H. R. 5505, are the elimination of the maximum deductions 
for “usual general expenses” and “profits.” In existing law, these are by statute 
limited to 8 percent and 8 percent. In other words, had the importer in arriving 
at his selling price in the United States incurred an overhead of 25 percent and 
realized a profit of 50 percent, he is, by existing statute, permitted only to deduct 
5 percent and 8 percent. Under the proposed statute, he is permitted to deduct 
the actual percentages if they coincide with the percentages usually added. 

Under section (¢c) (3), if the appraiser cannot determine United States value 
due to a lack of the conditions mentioned therein, he can ascertain or estimate 
such values. His authority for ascertaining or estimating such value is found 
in the following language: “The United States value shall be ascertained or 
estimated, subject to the foregoing specifications of this subsection * * = *.” 


Comparative vulue 


This brings us to comparative value as defined in section 18 (d) of the proposed 
act. It isa short definition and I quote it: 

“(d) CoMPARATIVE VALUE.—The comparative value of imported merchandise 
shall be the equivalent of the export value as nearly as such equivalent may be 
ascertained or estimated on the basis of the export or United States value of 
other merchandise from the same country which is comparable in construction 
and use with the merchandise undergoing appraisement, with appropriate ad- 
justments for differences in size, material, construction, texture, or other 
differences.” 

Lased upon my experience, I can predict that an appreciable percentage of all 
imported merchandise with duties based upon ad valorem rates will come within 
this definition. For example, if an importer arranges with his foreign producer 
to sell only to him for export to the United States, it will remove e>port value. 
If the importer in turn does not sell in the United States but consumes the mer- 
chandise in further manufacture, or sells only through his own licensed dit- 
tributors at retail, there would be no United States value. In this case, com- 
parative value would be the basis of the appraiscment. 

In the above example, let us assume that the merchandise is a high quality 
woolen tapestry that would find a market only in the United States. There 
being no tapestry of that quality or design shipped from the country of exporta- 
tion, it would be necessary for the appraiser to select a low-grade tapestry or 
some other fabric made of wool upon which to base his estimate of what the 
export or United States value would be making “adjustments for differences 
in size, material, construction, texture, or other dfferences.” 

There is provided no limitation in making these ad‘ustments and no yard- 
stick to guide the appraiser in making them. In the hands of an honest, indus- 
trious appraiser, this statute might be made to work, but in the hands of an 
arbitrary, indolent individual, it could be grossly abused. 

Since the adjustments to be made are figments of the mind that makes them, 
they involve the exercise of a discretion and, in the hands of the unscrupulous 
individual, could be an open invitation to fraud. 

Can you imasine what could happen under this provision if an importer 
brouzht in a shipment of hand-blown glass perfume bottles of a copyrichted 
design for his own use in dispensing perfume in the United States (Coty or 
Chanel), and the only other bottles coming from the same country of exnortation 
being machine-blown, mass-produced toilet-water bettles of approximately the 
same size and simulating but not infringing the copyright of the perfume bottle? 
The importer of the perfume bottle may have paid $1 for his bottle, and the 
toilet-water bottle may have been bought for 5 cents. However, they are of 
the same material, construction (both being blown), texture (glass has but one 
texture), so that the difference in the price paid must be “or other differences.” 

Many similar illustrations could be given. The mere statement of these facts 
should reveal the possibility of iniquitous action under this definition. 
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Once the appraiser had exercised his prerogative to appraise an item under 
“comparative value” making “appropriate adjustments’ he would have exer- 
cised a discretionary power, vested in him by Congress, as a Government official. 
Discretionary power not reviewable 


It is well-settled law that our courts will not review a decision of a Govern- 
ment official or agency which has been arrived at through the exercise of dis- 
cretionary power vested in that official or agency by Congress. 

In Barr v. United States (324 U. S. 83, 89 L. ed. 565, T. D. 51197), the Supreme 
Court of the United States in reviewing the discretionary power conferred upon 
the Federal Reserve Bank of New York by section 522 (c) of the Tariff Act of 
1930, stated: 


“* * * The exercise of the bank’s discretionary power under section 
522 (c) is in the category of administrative or executive action which this Court 
held nonreviewable in Cramer v. Arthur, 102 U. 8S. 612, 26 L. ed. 259, supra, and 
in Hadden v. Merritt, 115 U. S. 25, 27, 28, 29 L. ed. 333, 354, 5 S. Ct. 1169. And 


we, wh, BO, wt eon, Oot, 
see United States v. Bush & Co., 310 U. S. 371, 380, 84 L. ed. 1259, 1262, 60 S. Ct. 
944.” 

Finding comparative value by selecting a comparable material imported from 
the same country and estimating the value of the imported merchandise by mak- 
ing allowances for various differences is not unlike the power vested in the 
Federal Reserve bank under section 522 to select from the vast number of cable 
transfers of currency of a foreign country, a particular rate which it certifies 
at noon each day. 

There has been no material change made by the proposed act in the right of 
an importer to appeal from the decision of the appraiser (sec. 501, Tariff Act 
of 1930) to the United States Customs Court for a reappraisement. However, 
under the decisions above cited, it would be an empty gesture to file an appeal 
only to find when your case was called by the judge of the United States Customs 
Court, he had no power to review the discretionary act of the appraiser in 
finding dutiable value under section 13 of the proposed bill. 

It has been said that the appraiser has always had discretionary power to 
“ascertain and estimate” the value of imported merchandise. That language 
appears in section 500 of the Tariff Act of 1930, setting forth the duties of 
appraising officers, as it has in many prior tariff acts. 

As I have shown by this survey of early statutes, the appraiser actually 
estimated the “actual cost” or the “actual value” of imported merchandise but 
since the enactment of the Tariff Act of 1922 which gave us factual bases for 
value, I know of but one case in which the court permitted the appraiser to 
find dutiable value by this means. That was the case of sewing machine heads 
imported from the Singer Manufacturing Co., Ltd., of Seotland, by the Singer 
Manufacturing Co. of New Jersey (Reap. Cir. No. 35122). Judge Fischer in 
deciding this case on October 9, 1924, after finding that there was no foreign 
market value, no export value, no United States value, and no cost of produe- 
tion, affirmed the appraiser’s finding, which was based upon a retail selling 
price in the United States with deductions and allowances which brought his 
tigure to what he considered a constructed wholesale value had one existed. 

After reviewing all the facts in the case, Judge Fischer affirmed the appraiser’s 
finding and stated: 

“In the circumstances I hold that in proceeding as he did in the present case 
the appraiser merely performed his obvious duty and fulfilled the statutory 
obligation imposed on him by section 500 of the tariff act to appraise the mer- 
chandise in the unit of quantity in which merchandise is usually bought and 
sold by ascertaining or estimating the value thereof by all reasonable ways 
and means in his power any statement of cost or cost of production in any 
invoice, affidavit, declaration, or other document to the contrary notwith- 
standing.” 

From the foregoing it will be seen that “comparative value” is a new and novel 
basis for the determination of a value on which ad valorem rates are to be 
predicated. It is a fact that it discards 163 years of experience through trial 
and error, or, may I say, evolution, in favor of a new theory expressed in new 
language which will require decades of litigation before both its scope and 
meaning can be determined to the extent that appraising officers will be able 
to administer it. If this is “simplification,” I am utterly unable to understand 
the meaning of the word; it has more the appearance of being “confusion.” 
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Constructed value 


Constructed value, as defined in section 13 (e) is a revamp of section 402 (f) 
of the Tariff Act of 1930, “cost of production.” 

It, too, has suffered in the revamping. The major change in this form of 
value over existing law is in section (e) (2) wherein sections (f) (2) and (4) 
of the Tariff Act of 1930 are combined in the proposed bill to form the section 
referred to. 

Krom my review of previous statutes, it will be seen that this form of value 
has had a long legislative history. In the Tariff Act of July 24, 1897, section 11, 
the previous cost of production statutes were amended so as to provide “and at 
addition of not less than S nor more than 50 per centum upon the total cost as thus 
ascertained.” From this act evolved the provisions in existing law of an addition 
of not less than 10 per centum for general expenses and not less than 8 per centun 
in addition thereto for profit. 

I quote section 13 (e) (2), H. R. 5505: 

“(2) an addition for general expenses and profit equal to that which producers 
in the country of production whose products are exported to the United States 
usually add in sales, in the usual wholesale quantities and in the ordinary cours: 
of trade, of merchandise of the same general class or kind as the merchandis« 
undergoing appraisement.” 

A reading of this provision shows that the proposed law eliminates any mini 
mum additions for general expenses and profit. It also changes the venue of th: 
additions for general expenses and profit from that which was realized by the 
producers in the country of origin to “producers in the country of production 
whose products are exported to the United States.” 

In a world economy such as has existed since World War II, the United States 
dollar has vitally affected the economy of all nations. The wild scramble of all 
industrial countries of the world for dollars has led to the manufacture and offer 
of competitive merchandise to the United States at prices which bear little 
relation to the cost of production as defined in section 402 of the Tariff Act of 
1930. The impelling motive of foreign producers has been to ship merchandise to 
the United States to obtain dollars in order that they may buy raw materials i: 
the markets of the world with which to manufacture merchandise for sale in a 
more profitable export market than the United States. 

In this economy it could readily be that we might find sales made for export t 
the United States in which there is added little or nothing for general expenses 
and profit. In sales of this character under the proposed definition of constructed 
value, there would be no addition for feneral expenses and profit. 

There are other changes in this section, less radical in effect, but which would 
require judicial interpretation before the section could be administered with 
clarity by government officials. 

It is a well-settled principle of law that the courts will not impute to Congress 
an idle act, that each change in the wording of a statute must be given meaning 
when used in a new act. 

In United States v. Post Fish Co., 13 Ct. Cust. Appls. 155, at page 158, the court 
said: 

“This change of language must be given effect, if possible. To hold it meaning 
less is to ascribe to Congress the doing of an idle and useless thing, and this we 
may not do. We have, on many occasions, reiterated the statement that it is th 
primary duty of courts to attempt to give effect, in their judicial acts, to the 
expressed and manifest intent of the legislative body. Courts and judges of our 
country may not too often remind themselves that they are not to make laws 
but to construe them; that the question of what shall be contained within the 
statute is not a matter of their concern, but rather what the statutory meaning 
is and the scope, extent, and degree of its influence and control. We may not 
add to nor detract from the language used by the legislative body, when that 
might seem to be, for the particular matter being adjudicated, the more prudent 


just, or wise course. The safety of our governmental institutions requires each of 


its great agencies, the legislative, executive, and judicial, to confine itself strictl) 
to its own constitutional functions.” 

While many of the changes in section 13 of H. R. 5505 may seem inconsequen 
tial, applying the above doctrine to each and every change could readily resolv: 
this statute to one of “confusion” rather than “simplification.” 


Mr. Lercu. Mr. Chairman, in this day of congressional investiga 
tions, grand jury investigations, and departmental investigations of 
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corruption and malfeasance in office—and in this day of wholesale 
resignations of Government officials whose offices are slated for 
vestigation—— 

Seni itor Kerr. Now then, I wonder if at this point 9 you would agree 
to insert in the record the details of the facts which are generally re- 
ferred to in that phrase, upon this phrase is based ? 

Mr. Lercn. Just what phrase do you have reference to? 

Senator Kerr. Wholesale resignations of Government officials whose 
offices are slated for investigation. 

Mr. Lercu. Well, the papers have been full 

Senator Kerr. I say, I just wondered if you would insert in the 
record at this point a detail of the facts upon which you based that 
general conclusion. 

Mr. Lercn. Of course, it is based upon what I read in the press. 

Senator Kerr. I say, | wonder if you would insert into the record 
at this point or as a part of your remarks a detail of the information 
upon which that general statement is based. 

Mr. Lercn. etn to my testimony, if you would like me to 
augment it, I would be glad to do so. 

Senator Kerr. I would just like for you to insert in the record the 
detail of the Government officials whose offices are slated for investiga- 
tion. I mean, that is quite a statement, very broad, and in order that 
the committee may have the information, would you insert in the 
record the detail upon which it is based ? 

Mr. Lercu. So far as I am able, I will. 

Senator Martin. Mr. Chairman, I don’t have any objection to its 
going in, but when we had the debates over in the Senate on the 
reorganization plan of the collectors of internal revenue, it was brought 
out that 147—there had been 147 resignations and convictions; 7 of 
them were appointments not under civil service, and over 140 of them 
under civil service. That was all brought out—— 

Senator Kerr. I understand that under the 1 year of Mr. Mellon 
there were some 1,200, and I think that is interesting, and if 147 are 
what the witness has in mind out of the two and a half million, as 
constituting a wholesale situation, I think the committee should be 
entitled to have that. 

Senator Martin. What I make reference to is the 147 was brought 
out in the debates: that was in this one department, in the collection 
of revenue. It does not have anything to do with the 2,500,000-—— 

Senator Kerr. I do not know whether it has anything to do with 
what the witness said. 

Senator Martin. As a matter of fact, you have got to get back over 
to the floor at 12 o’clock. I would very much rather have a discussion 
of the bill before us than this part of it. 

Senator Kerr. I did not ask the witness to put this statement, this 
phraseology, into the record. I only asked him to document it. 

Senator Marr. Well, the witnesshas ar ight to—— 

Senator Krrr. He has a right to decline if he wants to. I did not 
demand it; I just requested it. He has a perfect right to decline if he 
so desires. 

Mr. Lercn. May I goon, Mr. Chairman ? 

Senator Kerr. Yes, indeed. I will tell you this before, if there is 
any reference to any such statement as that, I am going to request you 
to document it. 
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Mr. Lercu. Very good. I am going to—the point of making that 
statement is that it strikes me that in an atmosphere of this sort that 
it is the duty of Congress to examine with great care any proposed 
statute which vests in a Government official or agency arbitrary or 
discretionary power. 

It ismy opinion, and the opinion of those that I represent, that H. R. 
5505 is a further delegation of legislative power to the executive 
branch of the Government: in some instances, vests in Government 
officials arbitrary, and, in other instances, powers of wide discretion. 

While this bill is labeled the ‘Customs Simplification Act,” some 
of its provisions greatly transgress the realm of “simplification.” 

The negotiators of our trade agreements have written into those 
agreements many changes in which customs rates and procedure have 
been modified. In the General Agreement on Tariffs and Trade 
(GATT), additional commitments were made, and in the opinion of 
some of us who have watched this procedure since its inception in 1934, 
H. R. 5505 is the embodiment of those changes in our customs laws 
which our negotiators did not have sufficient fortitude to write into an 
agreement, but the onus of which by this bill, they attempt to place on 
the Congress. 

Now, at this point I would like to say that I am in thorough accord 
with all of the points which Mr. Colburn made, and I will not go into 
detail and discuss those things which he touched on, for I am in 
thorough accord with them. 

I would like to touch on section 6 of this bill, which has to do with 
the $10 free entry of merchandise. It is section 11—I am sorry. It 
raises the $1 exemption in existing law to $10 on merchandise received 
from a foreign country by mail. 

The effect of this provision is to permit packages received from a 
foreign country valued at not more than $10—and there seems to be 
no limit to the number—to be entered free of duty. The only inhibi- 
tion is that a large order may not be split into packages of less than 
$10 in order to avoid the payment of duty. 

This means that anyone can order from a mail-order house, or 
other place of business, in Canada or other foreign country any num- 
ber of commodities, provided each shipment does not exceed $10 and 
receive them free of duty. Already, I am told, Canadian mail-order 
houses have circulated populated areas of the United States with cata- 
logs. Their success is not too great since postal authorities must 
collect the regular duty assessable on such commodities. However, 
if this provision is enacted into law with the reduced labor cost of 
foreign countries, it can be anticipated that great inroads will be made 
in certain industries. Typical of this would be the toy industry, the 
rubber-soled footwear industry, rubber goods of various kinds, the 
earthenware industry, and many others. 

I cut from the New York Times Magazine of March 16, 1952, an 
advertisement of a London house offering the Royal Princess doll to 
customers in the United States for $7 postpaid, plus duty. I hand 
this clipping to the reporter for the committee’s information. You 
will see that this is a near-unbreakable doll, 22 inches tall, with “nat- 
ural” hair lashes and hand-curled wig, washable, combable, and perm- 
able. It is also bedecked with crinoline, lace-trimmed knickers. and 
button-on shoes. The nearest comparable domestic doll to that offered 
without some of these attractive qualities has to be made to sell at 
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$16. Would it be too much to anticipate the amount of business that 
this firm could do if section 11 of this bill is passed ? 

(The advertisement referred to has been placed in the files of the 
committee. ) 

Senator Martin. Mr. Chairman, may I ask a question? 

Senator Kerr. Indeed. 

Senator Martrn. Do you have the wage scale for the making of 
dolls in Great Britain and also in the United States ? 

Mr. Lercn. I do not have that accurately, but I am told that 
skilled laborer there gets about—the ratio is about 1 to 4; in other 
words, 4 hours for 1 here. 

I am told by the rubber-soled footwear division of the rubber 
industry that over 90 percent of the items they make sell for not over 
$10. It is well known that there is strong competition from abroad 
with this industry. Even the assessment of duty under the American 
selling price provision of our law under existing economic conditions 
does not prevent ruinous competition. 

Senator Martin. Do you happen to have any information as to 
how much that has affected American industry so far? 

Mr. Lercn. Yes. The imports are mounting very appreciably 
month by month, and they are principally coming from Japan where, 
of course, the ratio of labor is practically—it is infinitesimal—you 
might say 1 to 25. 

Senator Martin. The reason I am asking those questions, the thing 
that has disturbed a lot of us is that the importation of glass and china 
and lace, and so many of those things, they are what we call our small 
industries, and that 1s the thing that worries me more than anything 
else. 

Our big industries like steel and automobiles and electrical appli- 
ances, it does not mean as much as it does to these small industries, be- 

cause In many instances in some little towns, that is about all they 
have to depend upon for employment, and that is what has worried 
me, and [ thought maybe you might have—— 

Mr. Lercu. That is particularly true, Senator, with respect to this 
toy industry and with respect to this canvas-soled shoe, although the 
rubber industry is a large industry. The branches of those factories 
are in small towns. 

Senator Martin. It is, of course—the combination of it is a very 
large industry, but there is a lot of it that is in the small sealieitesie 

You know this as well as I do, you take up in Pennsylvania we have 
17,000 small industries, and that is really the backbone of our economy, 
and when those importations destroy certain ones of those, that affects 
the economy quite considerably, and that is the thing that has been 
worrying me quite a little. 

I am for the freedom of trade all over the world in order to aid in 
peace, that is fine; but, on the other hand, we have got to keep our 
own economy strong; we have got to keep our people emp loved. and 
that is why [ hoped you might have some later statistics on it. 

Mr. Lercn. Well, I can supplement my testimony with the statis- 
tics of various lines. 

Senator Martin. Mr. Chairman, I am asking for some information 
as to what effect it had already had on some of our small industries. 

Mr. Lercu. I can furnish that. 

Senator Martin. All right. 

(The information referred to is as follows :) 
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Mr. Lercu. Of course, this provision which simply raises the free 
entry from $1 to $10 seems quite practical when you do not look at it 
too closely. 

The Government—Mr. Johnson, I think it was, of the Treasury 
Department, in answer to a question of Congressman Reed about this 
provision, said the only reason why he wanted it in here was that 
the cost of administering it was far greater than the amount of 
revenue. Well, that seems a rather inane reason to me, because revenue 
from customs has long since ceased to be any material part of the 
budget. 

Senator Kerr. Is it not the fact that the cost of enforcing laws 
against petty larceny often exceeds the amount of the stolen article? 

“Mr. Lercrt. And I think this is in the same c ategory. 

Senator Kerr. But it would hardly be an argument to favor repeal 
of the laws against petty larceny, would it ? 

Mr. Lercu. No. 

oe Kerr. You may proceed. 

Mr. Lercn. But this is a promotion of petty larceny, might I say, 
if you adopt this section raising it to $10. It is an invitation to 
larceny, as I say here. 

For instance, if you might bring in place settings of china or earth- 
enware, that lets—say it would result in a hundred or a hundred and 
ten-piece dinner setting, you could bring them in—a place setting 
of rather good china or earthenware could be bana for less than 
$10. All you would have to do would be to bring 12 of them in. 

Senator Kerr. One at a time. 

Mr. Lercu. One at a time: and you would have no duty. 

Senator Kerr. I must say that I share your feeling of concern with 
reference to the wisdom of such a provision. I doubt the ability, 
however, of anybody to successfully demonstrate that it would con- 
stitute petty larceny. I would think that there are more effective 
arguments against it than that, and which could be more easily sub- 
stantiated. However, it is your privilege to make it on any basis 
that you like. 

Mr. Lercu. Of course, I would not term larceny a thing which 
could be done under the law. Therefore, 1 suggest that you do not 
increase the ante of from $1 to $10. 

Also, section 6 of this bill raises the tourist exemption to $500. 

Now, I am told that under that exemption you could bring from 
Canada four bone china dinner services. The ‘v sell there for $125, 
about that, and there is no inhibition to a tourist’s bringing in four 
of those sets, one of which would cost $500 in this country. 

Mr. Chairman, I have printed here a brief, you might call it, a 
memorandum in which I have review the legislative history of our 
present provisions on value, section 402 of the present act. Those 
provisions have been brought down over a per iod of 160 years through 
trial and error and judicial interpretation, even by the Supreme Court 
of the United States, and to those of us who have dealt so closely with 
them, they represent just about as perfect a system of valuation as 
one can devise. Those are all repealed by section 13. 

Not only are they repealed, but we have, as Mr. Colburn and other 
witnesses have said, a very lose and arbitrary system of appraisal 
whereby an appraiser appraising en comp: arable merchandise can pull 
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out of thin air the adjustments that he makes, and certainly he could 
not have 


Senator Kerr. He does not even have to reach into thin air, does 
he, Mr. Lerch ? 

Mr. Lercn. Not if he has a fertile brain. 

Senator Kerr. All right. 

Mr. Lercu. But that is exactly what I meant when in my opening 
statement I said to turn over to a Government official, no matter how 
honest he may be, that much arbitrary or discretionary power seems 
to me to be very dangerous and a very flimsy basis on which to base 
the value of our customs duties. 

There is also this connected with that change over to a discretionary 
finding: It has been held for over a hundred vears by our Supreme 
Court of the U ange States nn at a court will not review a discretionary 
power placed in the hands of a Government agency or official by 
Congress. 

Therefore, even though ou leave in this present bill section DOI 
providing for an appeal to reappraisement, there is ve ry grave doubt 
as to whether an appeal lies from an action under section 13 of this 
proposed bill for, in my judgment, and as I said in my opening state 
ment, I have been connected very closely with this litigation, S0 per- 
cent of the appraisements would be made on comparable value as 
defined in section 13 of this bill because even though section 13 
tempts to redefine the phrases that now appear in the statute, such 
“freely offered for sale,” “the usual wholesale quantities.” ordinary 
course of trade,” even with those definitions, there is a certain discre- 
tion, and when once exercised the court could not review it. 

True, under section 501 you could put on a form an appeal to reap- 
praisement, the importer’s name and the proper number of the invoice 
or entry, and a description of the merchandise, but the minute you 
got into court to question the action of the appraiser, and the Gov be ll- 
ment objected under the Barr decision of the Supreme Court of the 
United States, you would be estopped from going further. You could 
not review his action, so that it would be, as I intimate, a 
action. 

One of the things I would like to comment a little further 
is Mr. Coburn’s testimony as the conversation of the currency. 

Mr. Chairman, you said it was a rather unreal se 
section 20. 

Senator Kerr. I asked if it were not. 

Mr. Lercnu. Well, I would like to testify that it is. 

Senator Kerr. Very well. 

Mr. Lercn. In other words, what the anomalous situation in which 
you find yourself as an importer is that you pay by draft the a 
by draft under on conversion of currency, and then when you come 
pay duty you pay your duty on an entirely different basis. 

Senator Kerr. Or you might. 

Mr. Lercit. You might; at least, as I read section 

Senator Kerr. Under the law it could be administered to bring 
about that result. 

Mr. Lercu. Yes, that is the point I am making. 

Senator Kerr. Does not make such a result mandatory, as T under- 
stand it. It permits such a result. 
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Mr. Lercu. Well, in the absence of the provision, the alterna- 
tive provision, there for going back to the Federal Reserve bank 
quotations, it would be a different basis. 

Senator Kerr. Their valuation might be the same. 

Mr. Lercu. Well, it could be, of course. 

Senator Kerr. Yes. 

Mr. Lercu. Well, may I ask that this brief be printed as part of 
my remarks? 

(See brief on p. 153.) 

Senator Kerr. Yes, sir. 

Mr. Lercu. And I think that is all I have to say. 

Senator Kerr. All right, Mr. Lerch, we thank you. 

Are there any further questions ? 

Mr. Lercu. Thank vou, sir. 

Senator Kerr. Mr. Dailey ? 


STATEMENT OF H. WARNER DAILEY, SECRETARY, PIN CLIP AND 
FASTENER ASSOCIATION 


Mr. Daitey. Mr. Chairman, I wanted to state that I am the secre- 
tary of the Pin Clip and Fastener Association, and I expected that Mr. 
John Breckinridge would be here this morning. He is our tariff attor- 
ney, but he has been held up in a hearing before the Tariff Commission 
so I want to testify very briefly on this bill. 

Senator Kerr. Would you like permission to insert his statement in 
this record ¢ 

Mr. Dartey. I would like to state that we have no written state- 
ment. This is just oral, and it is very brief on certain aspects of the 
legislation. 

Senator Kerr. Yes. 

Mr. Darter. First, I would like to outline why we are interested in 
this bill. Our industry is a small industry. We are manufacturers 
of safety pins, straight pins, paper fasteners, and paper clips. During 
the postwar period the imports of safety pins and straight pins have 
been mounting to alarming proportions, and we are naturally inter- 
ested in protecting whatever a reduced tariff rate is in effect, so that 
it cannot be so loosely interpreted by H. R.5505. In other words, there 
are so many loopholes that we see in this bill that it doesn’t matter 
very much what a particular tariff rate is if one can get around it by 
multiple exchange rate manipulation, valuation, and some of the other 
sections that are in the bill. 

Senator Kerr. In other words, your concern is that the effect of 
this bill would be to pratically eliminate any import duties on ar- 
ticles to which you refer? 

Mr. Dattey. That is it, exactly. 

Senator Kerr. All right. 

Mr. Dattey. In other words, you can have a fairly good protective 
tariff or tariff rate, and through the Customs Simplification Act you 
could lose its effectiveness entirely. 

We have no objections to the simplification procedure of this bill. 
We think that probably simplification of certain customs procedure 
is good, but we do object strenuously to sections 2, 13, and 20. 

Senator Kerr. Two, thirteen, and twenty / 
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Mr. Dattry. Two, thirteen and twenty, which have already been 
objected to by other people testifying today. 

We feel that these sections don't represe nt a simplication as much 
as they represent a policy change, that is, to lower present rates, and 
if you cannot lower them, then, accomplish it through these sections 
of the bill. 

Just briefly on section 2, we object to the Dumping Act procedure 
in which there is - injury requirement. Our past experience has 
been that we had a case in one of our industries where there was 
dumping, shenatibans ably. The prices at which the oe woods 
were being brought into this country were considerably below the 
foreign m: arket value, but we also had to prove that there was actual 
injury to the industry, and we never could get anywhere. 

Senator Kerr. In other words, you are aware of its reality but 
unable to make such proof of it as to secure relief from it ? 

Mr. Dainey. That is true; and we would have to submit a lot of 
confidential data, and it would probably extend over several months, 
and I think that proving of injury to the industry is like saying, well, 
the horse has been stolen—I mean, by the time you prove it. 

Senator Kerr. In other words, having to prove that the patient was 
ill of a malady which if not checked would be fatal before you could 
get medical relief. 

Mr. Dattry. Exactly. 

Senator Kerr. And during which time it would have had it full 
effect. 

Mr. Dattey. That is right. 

In connection with section 13, the valuation, from our experience, 
the export value is of a lower value than the foreign value appears to 
be in practice, and if the valuation is based upon the export value it 
means that you just have that much lower base on which your ad 
valorem tariffs will operate. I believe Mr. John Bre niles has 
filed an almond brief with this committee, and as a case in point I 
know that in the almond case, almonds were offered fee 37 cents a 
pound whereon the foreign value were 97 cents, so you can see how 
you can get around tariff protection from this angle. 

* Senator Kerr. What you are saying is that this is not a simplifica- 
tion bill—— 

Mr. Datnry. Yes, sir. 

Senator Kerr. But a bill that emasculates import duties. 

Mr. Dattey. Absolutely. It is just a smoke screen for a different 
policy on our foreign tr: ace. 

The C omparative-value basis was discussed and, of course, we are 
heartily in accord with previous testimony against it. I believe it 
leaves far too much power to the customs appraiser who is going to 
follow through on that. 

The conversion of currency in section 20, a great deal has already 
been said on that, and I will not add very much more except to say that 
through multiple exchange rates I think you can accomplish anything 
you want to if you are a foreign country wanting to exploit our do- 
mestic markets. 

For example, I was informed that the present official rate of one of 
the countries exporting almonds to us, Spain, was 10.95 pesetas per 
dollar, but so far as the almond exports went, the rate for that, if we 
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had a multiple rate, could be 21 pesetas per dollar. In other words, 
you see, you can cheapen your currency for whatever goods you want 
to ship to this country. ; 

I have not gone into the technical details of this bill because I am 
not a lawyer, but I am expressing how the industry I represent feels 
about this bill. 

Senator Kerr. You are telling us what you believe to be the prac- 
tical results of it if it were enacted. 

Mr. Dattey. That is right. 

Senator Kerr. All right, Mr. Dailey, we thank you for your ap- 
pearance and thank you for what you have said. 

Mr. Damey. Thank you, sir. 

Senator Kerr. Mr. Martin? All right, Mr. Martin. 


STATEMENT OF ROBERT F. MARTIN, EXECUTIVE SECRETARY, 
VITRIFIED CHINA ASSOCIATION 


Mr. Martin. Mr. Chairman, I am Robert F. Martin, executive secre- 
tary of the Vitrified China Association, 517 Wyatt Building, Wash- 
ington, D.C. 

Yesterday, a representative of the Staffordshire Potters of England 
appeared before you to demand that foreign value be included in sec 
tion 13 of H. R. 5505 or that “the bill should be defeated and the exist- 
ing law left in its present form.” 

Such a drastic demand from foreign sources as to how we shall 
administer our tariff is rather unusual and calls for careful examina- 
tion. 

1. Difficulties of determining foreign value under conditions such 
as exist in the case of English china at present were one of the rea- 
sons for eliminating this value from the provisions in this bill in 
the attempt to simplify administration. 

In support of the present foreign value the Staffordshire Potters 
claim that it is “feasible * simple, and direct, namely the 
price at which these products are offered for home consumption in 
the United Kingdom.” 

Here are the actual conditions under which it is claimed that this 
method is feasible. For some years now the British Government has 
prohibited the sale of decorated china in the United Kingdom. Over 
99 percent of United States imports of Staffordshire china are deco- 
rated. Just how the foreign-value price can be feasibly, simply, and 
directly determined by obtaining the price at which it is offered for 
home consumption in the U nited iaaden, when such sale is pro- 
hibited by law, is indeed a mystery. 

2. It being in practice impossible to determine the foreign value 
reasonably in this case, the door is left open for just the sort of jug- 
gling that section 13 of this bill is trying to eliminate. Some of the 
exclusive United States importers are branches of the Staffordshire 
firms. With no sales of the exported patterns made in the United 
Kingdom on which it check, it is possible for them to ship to the 
United States branches at a very low value, in consequence pay a very 
low ad valorem duty, and take the mark-up and profit in the U nited 
States. The elimination of foreign value would, at least in part, close 
this door and simplify administration. 
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3. The recent erection of drastic trade barriers by Australia has 
caused a situated described by the London Economist of April 19, 
1952, as follows 

The size of the import cuts and the speed with which they have been imposed 
mean that British manufacturers are left with appreciable stocks of specially 
designed pottery that cannot be diverted to other export markets, in spite of 
the Government exhortations to do so. It seems, therefore, as if the home 
market may at last obtain a release of decorated pottery in the form of these 
frustrated exports; even so, some members of the industry are doubtful of its 
ability to absorb more than a limited quantity. 

My reason for mentioning this is so that you vi know that any 
relaxation in the ban on sale of decorated china in England in the 
near future is for a special limited purpose and would not include the 
china covered in the discussion under item 1 above. 

I would like to add in this connection, I call your attention to the 
confirmation in general of the situation I have described specifically 
in the case of decorated china from the United Kingdom by a previ- 
ous witness with wide experience as a customs attorney dealing with 
this matter, Mr. Coburn, who said, and I quote: 

Many of the delays which have occurred have, as has been pointed out, been 
due to the difficulties of ascertaining a market value in the country of exporta- 
tion, that is, a so-called foreign value. With removal of foreign value as a basis 
of dutiable value and the other changes in the proposed section 13 calculated 
to simplify the determination of a proper dutiable value of imported mer- 
chandise, no reason would exist any longer for the interminable delays which 
now occur in obtaining appraisement action. 

In conclusion I submit that the claim of the witness for the Stafford- 
shire potters that— 
the repeal of foreign value would result in leaving the appraisement of our 
products up in the air 
is contrary to the fact, that I have shown that this is properly de- 
scriptive of the situation as it is now under foreign value, which the 
Staffordshire potters desire continued, and I respectfully suggest 
that their demand that section 13 be amended as they desire or the 
entire bill be killed, is without merit and that it be rejected. 

Senator Kerr. May I ask now specifically what your recommenda- 
tion is? 

Mr. Marrry. Our recommendation is that the bill be passed with- 
out the inclusion of the foreign value, which is now eliminated under 
the present form of the bill, sir. That has been eliminated under 
the present form of the bill. 

Senator Kerr. Is that all? 

Mr. Martin. Yes, sir. 

Senator Kerr. We thank you for your statement. 

Mr. Martin. Thank you, sir. 

Senator Kerr. Mr. Pinkussohn ? 


STATEMENT OF LEWIS A. PINKUSSOHN, JR., ASSISTANT 
SECRETARY, CAMILLUS CUTLERY CO. 


Mr. Pixnxussonn. Mr. Chairman, I am Lewis A. Pinkussohn, Jr., 
assistant secretary of the Camillus Cutlery Co., and I live in New 
York City. 


9R600—52——-12 
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I would like to thank you for permission to appear. As you know, 
Mr. Alfred B. Kastor, the chairman of our board, had intended to 
appear here before you. Mr. Kastor has not enjoyed the best of 
health for the past few years and he felt that the effort of a trip to 
Washington and an appearance before this committee at his age 
would be too much of a strain. 

You will recall the testimony of Mr. Robert N. Kastor when he 
appeared before you on March 2, 1951, regarding the Trade Agree 
ments Extension Act. 

Senator Kerr. i remember he brought some samples of cutlery, if 
I’m not mistaken. 

Mr. Prnxvssoun. That is right, sir: he had plaques on which he 
had fighting knives and pocket ce 

Senator Kerr. That is right. 

Mr. Pinkussonn. When Mr. Robert N. Kastor testified on March 
¥, 1951, Camillus Cutlery Co. was employing 450 people. Then came 
Torquay—and a reduction in duties, as you Senators know, of 50 
percent. This was almost the K. O. for Camillus. 

The last payroll report for the week ending April 15, 1952, shows 
that we have only 317 employees, and if this so-called Simplific ation 
Act is passed and the marking proviso is deleted as has been suggested, 
our employment will be cut another 25 percent within 1 year—and 
within 3 to 5 years we may be driven out of business. It is to be 
noted that the town of Camillus, its bank, its property values, are 
all dependent on the Camillus Cutlery Co., as we are the only industry 
located there, a small suburb 9 miles west of Syracuse. Also, I 
would say that the majority of all the cutlery companies are also 
located in New .York State, Pennsylvania, and New England, and 
so forth. 

This remark is not said facetiously. Mr. Kastor has told me 
that he has had 46 years of continuous experience in this business, 
and it is his well-considered opinion that this unfortunate situation 
will ensue if the marking proviso is deleted. 

Senator Kerr. If what? 

Mr. Pinxussonn. If the marking proviso is deleted from our par- 
ticular section, paragraph 354, dealing with pocket knives, and 355, 
dealing with household cutlery. 

He feels that his opinion is worthy of more respect and attention 
than the opinion so glibly expressed in the hearings before the 
Committee on Ways and Means by the Treasury Department, namely, 
Messrs. John S. Graham, Assistant Secretary, and Philip Nichols, Jr., 
assistant general counsel. 

Senator Kerr. You take the position that their lack of experience 
either in the production and marketing of these items is a matter 
that should be given consideration in appraising the value of their 
testimony ¢ 

Mr. Pinxussonn. Agreed, sir. 

Their testimony in our opinion was specious, misleading, and 
fatuous. 

The crux of the matter can be very briefly stated. 

It is proposed to delete from paragraph 354 the following and I 
quote: 

Provided further, That all the articles specified in this paragraph, when imported, 
shall have the name of the maker or purchaser and beneath the same the name 
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of the country of origin die-sunk conspicuously and indelibly on the shank or 
tang of at least one or, if practicable, each and every blade thereof. 

This exact wording of this proviso has been a part of the Tariff 
Acts of 1930, 1922, 1913, and 1909. 

Its main objective was to prevent deceit and fraud so that the pur- 
chaser of pocket knives would know not only the name of the country 
but also the name of either the maker abroad or the purchaser—and 
this was itself a guarantee of a certain standard and quality as no 
maker or purchaser would let his name appear on a corrupt piece of 
merchandise. That was just common sense. 

It is worth while noting that there is not a single manufacturer of 
cutlery in England, Germany, or Japan of any note or repute who does 
not understand to the fullest extent these branding requirements. It 
is only those who would transgress our customs laws who plead 
ignorance. 

I would also like to state that it is no hardship, either abroad or 
domestically, to put your name or your brand or country of origin on 
your merchandise. I know of no domestic manufacturer, whether he 
turns out the most expensive item or the cheapest item, that will turn 
out any merchandise whatsoever without his name or brand conspicu- 
ously die-sunk on the tang. 

Senator Kerr. You figure if he is so ashamed of it that—— 

Mr. Prinkxussonn. Something must be wrong with it. 

Senator Kerr (continuing). That maybe we ought to look on it 
with some caution ? 

Mr. Prnxussoun. That was the original reason, I believe, for put- 
ting the marking proviso on the statute books in the customs law of 
1909, 

In conclusion, we wish to state that we are not against bona fide 
simplification of customs administration and procedures. We are, 
however, definitely opposed to section 3 of the bill which does not 
simplify but which repeals the special marking requirements for cut- 
lery in paragraphs 354 and 355 and vitally affects the livelihood of 
American cutlery workers. I ask that the letter which Mr. Alfred B. 
Kastor wrote to each Member of the Senate, dated April 15, 1952, be 
made a part of the record without my taking the time of your com- 
mittee to read it. 

Senator Kerr. Very well. 

Mr. Prxxussoun. That is all I have, sir. 

Senator Kerr. Are you familiar with section 11 of the proposed 
bill? 

Mr. PInkussoun. No, sir: I am not. 

Senator Kerr. Which raises the $1 exemption in existing law to $10 
on merchandise received from a foreign country by mail ¢ 

Mr. Prnkussonn. | am not familiar with it, sir. 

Senator Kerr. I would think maybe you would have some concern 
with that section. 

Mr. Prnxussoun. No, sir: we do not. 

Senator Kerr. All right, Mr. Pinkussohn. 

Mr. Prnkussoun. We thank you. 

(The letter previously referred to, from Mr. Alfred B. Kastor, is as 
follows:) 





CUSTOMS SIMPLIFICATION ACT 


CAMILLUS CUTLERY Co. 
Camillus, N. Y. 
NEw York, N, Y., April 15, 1952. 


Under the guise of a bill to simplify customs administration and procedures, 


H. R. 5505 has been passed by the House. This omnibus bill is a misnomer 


It would in fact destroy the tariff regulations that created the strength of the 


cutlery industry. 

Because this bill is now before the Senate this letter is sent to you. 

One of the chief objections to the bill is its repeal marking provisions that 
have been in the tarilf law for 380 years. This is not simplification but destruction 

The marking requirements specify that the maker’s or importer’s name along 
with the country of origin must be indelibly die-sunk on the tangs of all knife 
blades. This information protects the consumer. It accords with the principle 
of honest labeling of merchandise which began with the Pure Food and Drug Act 
and has extended to the Wool Products Labeling Act. 

This information for the consumer also protects the domestic manufacturer in 
marketing goods of superior quality. If it is allowed to be rubber-stamped o1 
lightly etched, it can be easily removed and a deceit will be practiced on the con 
sumer. Is this simplification? 

The bill goes further. It would eliminate the name of the foreign manufacturer 
or the importer and thus deprive the purchaser of a guaranty of redress in 
the case of inferior merchandise. Yes, this is simplification with a vengeance. 

The cutlery industry of this country is a creation of the Tariff Act of 1890 
The marking provisos came as the studious result of years of experience and 
thought. They were embodied in the Tariff Act of 1909, retained in the tariff 
of 1913, again in the tariff of 1922, and again in the tariff of 1930. Under thes: 
laws the industry has lived and grown, developing techniques that enabled it 
to stand alongside other essential industries and produce large quantities of 
war material such as essential pocket knives, surgical knives, and fixed-blade 
fighting knives at the beginning of World War I] 

kven now the ideas that stemmed from the Torquay conference and slashed 
eutlery duties 50 percent have resulted in a flood of imports from Japan, Ger- 
many, ete., and caused grave unemployment in the cutlery towns of America. 
The new proposal would wipe out this reduced production and make them ghost 
towns in a few years. 

And yet, when this bill was reported by the House Ways and Means Committee, 
it was spuriously described as “entirely procedural in nature.” 

There is time to stop this last blow of destruction. If some customs procedures 
need to be improved, let them be studied carefully, after the elections. Let us 
not be hoodwinked by the false face of vicious legislation. 

Very truly yours, 
CAMILLUS CUTLERY Co., 
ALFRED B. KaAsrTor, 
Chairman of the Board. 


Senator Kerr. Mr. Mercer, sit right down and make yourself com- 
fortable. 


STATEMENT OF WALTER J. MERCER, PRESIDENT, HUDSON 
SHIPPING CO., INC. 


Mr. Mercer. Mr. Chairman, my name is Walter J. Mercer. I am 
president of the Hudson Shiping Co., Inc., customhouse brokers and 
foreign freight forwarders, and I am a director in the American 
Chamber of Commerce for Trade With Italy, Inc., for whom I am 
now making this statement. 

I have already submitted a statement which I would request to be 
incorporated in the record. 

Senator Kerr. Very well. 

Mr. Mercer. This is in connection with some oral remarks I will 
make now. 
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My organization feels and believes that world trade is a two-way 
street.; that so long as our exports exceed our imports that our economy 
is in more or less safe hands. 

On this premise they endeavor to promote trade between European 
nations and the United States. 

In view of the time restrictions, I shall endeavor to be brief and 
talk upon only one phase of the customs-simplification bill, H. R. 5505, 
that being section 17 of said proposed bill. 

Subsection A of this amendment would eliminate the present law 
which authorizes the amendment of entries by either increasing or 
decreasing the entered value at any time before the appraisement of 
the merchandise. In order that the committee may properly consider 
this section, I wish to go on record as saying that all import organiza- 
tions which I know of—customs brokers’ associations and even the 
Bar Association of Customs Attorneys— are strenuously opposed to 
this section. We do not believe that in proposing same that the Treas- 
ury Department realizes that innocent persons can be severely penal- 
ized for undervaluation or fail to obtain allowances or refunds in the 
event the merchandise was entered at a higher value than the proper 
dutiable value. 

At the present time—and the practice would continue under the 
provisions of the proposed bill—that before an importer can make an 
entry of merchandise paying an ad valorem rate of duty, he must first 
submit. to the examiner, prior to entry, his consular invoice, com- 
mercial invoice, contracts, orders, price lists, quotations, correspond- 
ence, and all other documents or information in his possession at that 
time. 

He must set forth in a submission sheet a full description of the 
merchandise, the invoice price, the date of order, the date of subse- 
quent orders, and their dates of acceptance and prices: also, subsequent 
quotations up to the date of submission, the date of such quotations, and 
their prices. 

The appraiser then would advise of a tentative value at which the 
entry can be made, and if, at the time of appraisement, the appraise: 
value is higher or lower, the collector of customs would not follow the 
appraiser’s findings in respect to liquidating at a lower price or penal- 
izing where the value is higher if the examiner reports that in his 
opinion all of the requirements as set forth above were not complied 
with. 

In other words, the examiner would be the sole judge in such matters, 
and, as an example, an importer may receive quotations from several 
sources abroad—all of which he is not interested in and would cast 
aside. The appraiser may have information from said manufacturers 
that he sent those quotations to the importer, and if the importer did 
not, in his submission, bring same to the attention of the examiner, 
then said importer would either be subject to penalty in the event of 
an advanced value or denied a refund in the event of appraisement 
made at a lower value. 

Naturally, where there would be a penalty, there would be appeals 
for either reappr aisement or remission of the penalty, which, in the 
writer’s opinion, would jam the court calendars of the already over- 
burdened customs courts. 

I, therefore, appeal to this committee to disregard this section of 
the bill entirely, as it does not tend to simplify but only to confuse. 
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Senator Kerr. What you are saying is that you are requesting that 
that section of the bill 

Mr. Mercer. Be stricken. 

Senator Kerr (continuing). Be stricken. 

Mr. Mercer. Right. It serves no useful purpose. 

Senator Kerr. Do you have any comment on the testimony of some 
people here with reference to the time in which appraisals must be 
made? 

Mr. Mercer. Yes, I believe there should be a reasonable time during 
which an importer may be in a position to calculate just what his 
duties are, so he can apply it to the cost of his goods. 

There are some appraisements which have been withheld 4, 5, 6 years, 
and an importer today does not even know what his duties are going 
to be because of the withheld appraisement. 

I would like to add, Senator, that previous information which was 
just testified to in respect to the Canadian invoice, where it was said 
that the Canadians have in their invoice a column which sets forth 
the fair market price to give the Canadian authorities a basis for 
assessing their duties as between the purchase and the fair market 
price, well, our consular invoice is even more effective because we have 
a column 11 on that invoice which sets forth the home market value 
for that particular shipment. 

Senator Kerr. Sets forth what? 

Mr. Mercer. Sets forth the home market value of the merchandise 
covered in that invoice; and furthermore, the Canadian invoice is not 
a sworn document, but the American consular invoice is. I am just 
passing that out for the information of the committee. 

Senator Kerr. You take the position that the situation should be 
maintained as it is now with reference to that ? 

Mr. Mercer. Section 17, yes. 

Senator Kerr. Well, that would be the effect of deleting section 17 / 

Mr. Mercer. That is right. 

Senator Kerr. All right, Mr. Mercer. 

Mr. Mercer. Thank you very much for permission to appear before 
you. 

Senator Kerr. We thank you. 

(The prepared statement of Mr. Mercer is as follows :) 


STATEMENT OF WALTER J. MERCER, DIRECTOR IN THE AMERICAN CHAMBER OF 
COMMERCE FOR TRADE WITH ITALY, INc., New YorkK, N. Y., Re Customs SIM 
PLIFICATION ACT OF 1951 


My name is Walter J. Mercer. I am the president of the Hudson Shipping 
Co., Inc., 8-10 Bridge Street, customhouse brokers and foreign freight forwarders, 
established 1893. I am a director in the American Chamber of Commerce for 
Trade With Italy, Inc., 105 Hudson Street, New York 138, N. Y. I am making 
this statement as their representative. 

This chamber which was established in 1887, has as its prime purpose the 
developing and fostering of trade between the United States and Italy. An 
overwhelming majority of its members are American businessmen engaged in 
either importing or exporting or both. Its members are located principally in 
the New York area. The chamber is deeply concerned with legislation affecting 
the foreign trade of this country. Our members look to this association for 
information regarding any change in rules or regulations, tariff, etc., especially 
any legislation which may tend to provide relief from the numerous provisions 
which an importer must comply with in effecting clearance through customs. 

The purpose of H. R. 1535, us stated by the Treasury Department, is to amend 
the Tariff Act of 1930, as amended, in order to simplify its operation, to reduce 
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expenses and delay incidental to its administration, and to eliminate inequities 
whch add to the difficulties of enforcement. The business of importing today 
represents an endless list of regulations, requirements, and difficulties, many of 
which can be eliminated to permit a freer flow of merchandise into this country, 
and thereby promote better trade conditions with the countries throughout the 
world. 

We are in accord with the principle and purpose as outlined in the new 
Customs Simplification Act of 1951, with certain exceptions. However, we feel 
that the act does not go far enough in providing the relief which its purposes 
indicate. 

Section 13 of the proposed bill: The elimination of “foreign value” and 
“American selling price,” as a basis for determining dutiable value should result 
in a considerable saving of time on the part of the customs examiner as it nar 
rows down the considerations in arriving at dutiable value. We feel, however, 
that the proposal is defective in the following two respects : 

(1) The appraiser should definitely state in his final appraisement what his 
hasis of value, i. e., “export value,” “United States value,” ete. 

(2) There should be a definite time limitation within which the appraiser 
should complete his appraisement. 

Section 16 of the proposed bill: We are strenuously opposed to the proposed 
changes in this section unless they are restricted to noncommercial shipments. 

Section 17 of the proposed bill: Subsection (A) this amendment would elim- 
inate the present law which authorizes amendment of entries to increase or de 
crease the entered value at any time before the appraisement of the merchandise. 
We vigorously object to this proposal for the following reasons. This proposal 
would abolish the right of amendment of an entry under any circunmistances once 
un entry has been made. It is too harsh and also entirely unnecessary. There 
are situations where, from the point of view of the Government, of the custom- 
house brokers, and of the importer, it would be salutary to permit amendment 
of entries. Without the right to amend the entry, the additional duties pro- 
vided for in this section may well be imposed on an innocent person who, if per 
mitted to amend his entry, could have avoided these additional duties and yet 
paid to the Government what was lawfully due. 

We believe that the concept of additional duties is wrong and it should be dis- 
carded entirely. If there is an honest dispute between an importer and the 
Government, the dispute should be resolved in the proper forum without any pen- 
alty. If an importer commits fraud or deceit, there are other provisions in the 
law which amply punish him, either through criminal prosecution or civil pen- 
alties against him personally or against the goods imported 

We believe the foregoing observations represent the consensus of the opinion 
of our asociation insofar as it relates to importing. And it is for this reason that 
Wwe respectfully present them to the committee for consideration. 


Senator Kerr. The committee will recess until 10 o'clock in the 
morning. 

(Whereupon, at 12: 30 p. m.., the committee recessed to reconvene at 
10 a.m. Friday, April 25, 1952.) 
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FRIDAY, APRIL 25, 1952 


Unirep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
812, Senate Office Building, Senator Spessard L. Holland presiding. 

Present: Senator Holland. 

Also present: Elizabeth B. Springer, chief clerk, and Serge N. 
Benson, professional staff member. 

Senator HoLtianp. The committee will come to order. 

Senator George has asked me to preside briefly this morning for 
the purpose of proceeding with the hearing begun some time ago 
under the Customs Simplification Act as proposed in H. R. 5505. I 
understand that there are several witnesses here. 

I will call them in the order that their names are listed here. 

Mr. Eugene R. Pickrell of the Carbic Color & Chemical Co., Ine. 

Mr. Pickrell? 


STATEMENT OF EUGENE R. PICKRELL, REPRESENTING CARBIC 


COLOR & CHEMICAL CO., INC., AND SANDOZ CHEMICAL WORKS, 
INC. 


Mr. Pickrety. Mr. Chairman and members of the committee, my 
name is Eugene R. Pickrell. I am an attorney at law, with offices at 
10 East Fortieth Street, New York, N. Y. I specialize in customs, 
tariff, and Federal matters, and have been engaged in such practice 
for upward of 20 years. I have been admitted to practice before the 
courts of record of the State of New York, United States Customs 
Court, United States Court of Customs and Patent Appeals, and other 
Federal courts. I was formerly chief chemist of the United States 
Customs Service, port of New York. Since the Tariff Act of 1922 
was enacted by Congress, I have handled matters relating to impor- 
tations of coal-tar products before the United States Customs officials 
and before the United States Customs Court and before the United 
States Court of Customs and Patent Appeals. 

I appear before this committee in behalf of my clients, Carbic Color 
& Chemical Co., Inc., and Sandoz Chemical Works, Inc., importers of 
coal-tar dyes, coal-tar intermediates, and coal-tar auxiliaries, with of- 
fices located at, respectively, 451-453 Washington Street, New York, 
N. Y., and 61 Van Dam Street, New York, N. Y. 


179 
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I wish to direct my few remarks to section 17 (a) of H. R. 5505. 
Section 17 (a) of the bill deletes from section 487 of the Tariff Act of 
1930 the following phrase : 
or at any time before the invoice or the merchandise has come under the obser- 
vation of the appraiser for the purpose of appraisement. 

Section 487 of the Tariff Act of 1930 permits the amendment of 
customs entries at any time prior to appraisement. The deletion of 
the above-mentioned provision in section 487 of the statute eliminates 
this right to amend customs entries . 

Under the provisions of paragraphs 27 and 28 of the Tariff Act of 
1930, the ad valorem duties on all coal-tar products are based on either 
United States value or American selling price, depending on whether 
or not the imported coal-tar product is competitive with a similar 
domestic product. If it is competitive, the ad valorem rate of duty 
is based on the selling price, known as the American selling price, in 
the United States of a comparable domestic product. If it is not 
competitive, the ad valorem duty is based on United States value 
which is defined in section 402 (e) of the present statute. 

‘There are only two or three classes of products other than coal-tar 
products upon which the ad valorem rates of duty are assessed on the 
American selling price. The ad valorem duties on all other classes of 
merchandise are based on either foreign value or export value, which- 
ever is the higher. In the absence of these two bases, then it is based 
on United States value, and in the absence of foreign value, export 
value and United States value, then on cost of production. 

In the determination of whether or not the ad valorem rate of duty 
on an imported coal-tar product should be based on United States 
value or American selling price and, if the latter, the amount of same, 
it is necessary to make tests for a comparison of such imported coal-tar 
products w ith domestic coal-tar products. 

The present procedure in making customs entry, amendment of such 
entry, and appraisement of coal-tar products may be illustrated by an 
importation of a coal-tar dye. 

When an importer, such as my clients, receives a consular invoice 
covering an importation of coal-tar dye—and such invoice usually 
covers six or more coal-tar dyes—he submits a copy of same, together 
with a submission sheet, requesting information as to the proper 
dutiable values, to the United States appraiser at the port of entry 
prior to making customs entry. On the submission sheet he advises 
the United States appraiser as to whether or not each of the coal-tar 
dyes is competitive or noncompetitive ; if noncompetitive the United 
States value and if competitive the American selling price. The 
United States appraiser informs him in writing on the submission sheet 
which of the coal-tar dyes he considers competitive, which non- 
competitive, the United States values for the noncompetitive coal-tar 
dyes, and the American selling prices for coal-tar dyes which are 
competitive. 

If the United States appraiser has no definite information on any 
one of the coal-tar dyes, he advises the importer on the submission 
sheet that he is going to test that dye and later, which is usually after 
a lapse of 4 to 8 weeks, the United States appraiser advises the im- 
porter as to whether the dye marked “test” is competitive or non- 
competitive and the U nited States value or American selling price. 
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The importer checks the information given to him by the United States 
appraiser on the submission sheet t and, if he is in agreement and there 
are no dyes to be tested, he makes customs entry in accordance with 
this information. If he is not in agreement, he makes entry accord- 
ing to his own information and rec alls the invoice so he can amend the 
entry at a later date, after he has made his test, checked the informa- 
tion given to him by the appraiser and conferred with the latter in an 
endeavor to reach an agreement. If he reaches an agreement and it 
is different from his original entry, he amends the entry accordingly. 
If he does not reach an agreement, he advises the United States ap- 
praiser to appraise, and then he files his appeal for reappraisement, 
which is sent by the United States collector of customs to the United 
States Customs Court for adjudication. 

This has been the procedure on importations of coal-tar products 
since the enactment by Congress of the Tariff Act of 1922; in other 
words, 30 years. This practice is pursuant to the provisions of section 
487 of the present statute. It has been very satisfactory to importers 
of coal-tar ar ts,and as a result, there has been ¢ omparat ively little 
litigation. I understand that there are approximately 3.000 entries 
per year at the port of New York, covering coal-tar product s and that 
the amendments of such entries are approximately 10 percent, or 300 
customs entries. 

My clients and other importers of coal-tar products are very dis 
turbed over the possibility of the elimination in this bill of the legal 
right to amend customs entries covering importations of coal-tar prod 
ucts, and further elimination of a satisfactory procedure which has 
been in effect for 30 years. These importers of coal-tar products — t 
te an elimination of a legal right and the substitution therefor of : 
administrative practice, subject to the notions, the whims and the 
personal feelings of administrative officials. 

The proponents of the elimination of the right to amend customs 
entries have given as their reason the amount of paper work ent: — 
in the amendment of customs entries. As far as coal-tar products a 
coneerned, the paper work at the port of New York is very small val 
only amounts to amendments of about 300 customs entries per vear. 

Frequently there are importations of coal-tar dyes, coal-tar inter- 
mediates, coal-tar auxiliaries, and coal-tar pharmaceuticals that have 
never been imported before; so at the time of entry the importer prob- 
ably has some knowledge as to whether or not such imported product 
is competitive or noncompetitive and, if competitive, the American 
selling price, but this information is insufficient to warrant making 
customs entry with certainty. He must rely on information obtained 
from the appraiser and information that he obtains subsequent. to 
importation, pursuant to investigation. In such instances it is im- 
perative that he have the right to amend customs entries covering 
importations of such new products. 

There is always a risk in the importation of coal-tar products which 
have been previously regarded as noncompetitive. Frequently it 
happens that between the date of placement of an order for an impor- 
tation of a noncompetitive coal-tar product from abroad and the date 
of exportation of such product, it has become competitive without 
knowledge of the iboriie: The ad valorem rate of duty will then 
be assessed on the American selling price. The importer had sold the 
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coal-tar product prior to importation at a price which included the 
lower duty based upon its noncompetitive status. He is forced to pay 
a higher duty, which is usually twice the lower duty, based on the 
American selling price, and thereby suffers a loss in the transaction. 

The denial of the right to amend customs entries covering importa- 
tions of coal-tar products will probably increase litigation as to the 
dutiable value on such merchandise before the United States Customs 
Court and the United States Court of Customs and Patent Appeals. 

The importation of coal-tar products is a hazardous enterprise. ‘To 
deny importers the right to amend their customs entries will make 
the importations more hazardous and create additional difficulties. 
The elimination of paper work in the amendment of only 300 customs 
entries per year at the port of New York is an unfair compensation 
for the additional hazards and difficulties created by the denial to 
amend entries of such products. 

I thank you very much. 

Senator Hotitanp. Mr. Pickrell, of course you have seen the report 
of the committee of the House of Representatives on this bill. 

Mr. Pickre.u. Yes. 

Senator HoLianp. I note that on pages 16 and 17 of the report which 
covered this particular section 17 of the bill, H. R. 5505, in particular 
with the third paragraph, this statement : 

The customs regulations permit appraisers to supply information to importers 
as to contemplated advances in value, if they have cooperated and supplied all 
relevant information available to them, so that by prompt amendment increasing 
the entered value to the undervaluation duty can be avoided. 

Mr. Pickre.u. Yes, sir. 

Senator Hointanp. Will you comment on that statement in the 
report ¢ 

Mr. Prcxreny. In section 17 in the bill it provides that provided 
the importer confers with the appraiser prior to making customs 
entry and furnishes all available information that he has and the ap- 
praiser reports this to the collector and the appraiser reports that he 
is of the opinion that the importer has conferred and collaborated, 
then there will be no assessment of additional duties. You are sub- 
ject there to the notions, to the whims, to the feelings of one official 
in this report. He may not like this importer. They might have had 
some difficulties in the past. He could make an unfavorable report. 
Then there will be an assessment of these additional duties. 

This is an administrative practice. Here we have a legal right 
to amend an entry. That legal right is taken away from us and we 
are given an administrative practice which is subject to the notions 
and whims of the administrative officials. 

Senator Hotianp. I note in the later portions of that same sec- 
tion of the report it dwells upon the other amendments to section 
489 and to section 501 and to section 503 of the tariff act, and the 
committee evidently—the Ways and Means Committee—was of the 
opinion that those amendments contributed to the fact that the pro- 
posed H. R. 5505 was such in all of its provisions on this point as to 
make unnecessary the power of amendment as it has existed under 
present law. What comments do you make on that? 

Mr. Pickretu. In my opinion, it doesn’t. Those amendments are 
very reasonable and fair and equitable amendments. In other words. 
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this amendment in 501, 503—I think it is 501—eliminates the entered 
or appraised value, whichever is the higher, and makes it the ap- 
praised value only. If there is an error on the part of the importer, 
under the present statute, and that error is not detected by the ap- 
praiser. In other words, if the importer enters at a higher value than 
he should have entered and he doesn’t ascertain this mistake or error 
until after the merchandise is appraised, it is going to be appraised 
as entered and he is paying too high duties. ‘That eliminates situa- 
tions of that kind, and that isa very fair amendment. 

But that doesn’t take care of this situation, the right to amend. I 
would like to give you this comment on this deletion of the right to 
amend as far as it affects merchandise other than coal tar products. 

We have now in this bill four new bases of value different from 
what we have in our present statute. This bill does away with for- 
eign value, which is an excellent feature. It rewrites the definition 
of export value. It rewrites the definition of United States value. 
It has a new value called comparative value. It has also rewritten 
the definition of cost of production and has designated it as con- 
structive value. 

You really have four new definitions of bases of value, which will 
probably t: ike 2 or 3 years before everybody knows just exactly what 
those definitions mean. It will require legal interpretation ‘by the 
United States Customs Court and the United States Court of Customs 
and Patent Appeals. 

It took 2 and 3 years of adjudication before the definitions of the 
United States value and American selling price in the Tariff Act of 
1922 as applicable to coal-tar products were legally defined and inter- 
preted. During a similar time you are going to have uncertainty 
as to what these new bases of value mean, and during that time there 
should be the right to amend customs entries. 

Today we have a practice that is very clear. It is very definite. 
It has been in effect for 30 years. Importers know how to operate 
under it. 

Senator Hotianp. Well, let’s see if I understand your situation, 
and see if I can state it briefly. You feel that the amendments in 
the entry provided by present law, to increase or decrease the entered 
value at any time before the appraisement of the merchandise, which 
amendments would eliminate that right of amending the entry, 
although they do represent a saving in the paper work on the side 
of the Customs Service, do not represent any sufliciently substantial 
saving to offset the added hazards and added work placed upon import- 
ers, and should not be passed for that reason; is that right / 

Mr. PickreLi. Senator, that is exactly my position. 

Senator Hotnanp. All right, sir. Thank you very much. 

Mr. R. W. Hooker? 

Before you start, Mr. Hooker, I am asked to announce that when 
we recess today the hearing will be recessed until 10 a. m. next Monday. 

I am also asked to announce that the N vational Council of Farmer 
Cooperatives has expressed its opinion upon t] Ms legislation by a feu ‘tter 
addressed to Senator George, dated April 23, 1952, which letter I 
now incorporate in the record. 
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(The letter referred to is as follows:) 


NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington 6, D. C., April 23, 1952. 
Hon. WALTER F. GrorGe, 
Chairman, Committee on Finance, United States Senate, 
Washington 25, D. C. 

Dear SENATOR GEORGE: The National Council of Farmer Cooperatives at the 
annual meeting of delegates, in January 1952, approved the following statement 
of policy on the question of simplification of customs procedures which is now 
before your committee: 

“We believe that legislation aimed to simplify customs procedures should be 
confined exactly to the attainment of that objective, and should not be used to 
effect substantive changes in our tariff system or our protection against subter 
fuge by foreign countries in their attempts to defeat the purposes of our protec 
tive devices.” 

It is our feeling therefore that section 20 of H. R. 5035 should be deleted, 
because it ties the conversion value of the United States currency to foreign 
currencies, which are managed in the interest of fictitious values. These are 
not supported by sound economies and fiscal policies. They are devices which 
penetrate the American economy with unsound trade policies and they will 
undermine it if allowed to persist. 

It is our belief that foreign trade is not an end in itself, but is a means of 
bringing to us excess goods from foreign shores which we need and can afford 
and which they do not need; and of shipping to foreign shores surplus goods 
which they need and can afford, and which we do not need. Too often our mar 
kets have attracted goods from other countries which their people needed or their 
neighbors needed in order to improve their standard of living, but which those 
in authority turned into dollars for their own purposes rather than the welfare 
of their people. ‘Lhe managed currency is a favovite device for this purpose 
and values can only be brought to reality by maintaining the free New York 
market as the basis of currency conversion. 

Section 22 of H. R. 5505 should also be deleted. This relates to a unilateral 
phase of domestic policy which should be kept under the control of the Con 
gress. It should not become a question to be settled by international bargaining 
in which tangible economic values can be traded for intangibles without recourse 

I should like to call your attention to the United States export and import 
figures for 12 months through January 1952. The data shows that agricultural] 
imports were 48 percent of our total imports for 12 months while our agricul 
tural exports were only 28 percent of our total exports for the same period. 

Agricultural imports were $5,092 million as compared to agricultural exports 
of about $4,162 million. Are we consciously developing an unbalanced indus 
trial economy, importing predominantly our raw materials, including agricul 
tural products, and exporting predominantly industrial products? If so, this was 
the downfall of the European economy and political stability. 

Sincerely yours, 
JoHN J. RIGGLE, 
issistant Secretary. 


STATEMENT OF R. W. HOOKER, SYNTHETIC ORGANIC CHEMICAL 
MANUFACTURERS ASSOCIATION, AND THE MANUFACTURING 
CHEMISTS ASSOCIATION 


Mr. Hooxer. Mr. Chairman, my name is R. W. Hooker. I am 
vice president in charge of sales of the Hooker Electrochemical Co., of 
Niagara Falls, N. Y. I am here on behalf of the Synthetic Organic 
Chemical Manufacturers Association and the Manufacturing Chem- 
ists Association, Inc. 

These two associations together represent the great bulk, perh ips 
90 percent of the American chemical industry. 

Our request to be heard was contingent upon any attempt to rein- 
state the original section 14, that provision of the original bill which 
would have nullified American selling price as a basis for valuation. 
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As these hearings have developed, no such attempt has been made. 
In fact, Mr. Graham, speaking for the Treasury Department, stated 
specifically—and I quote: 


There were two provisions in the original bill which apparently caused some 
concern to certain elements of American industry. Briefly, these two provisions 
related to what is known as the American selling price method of valuation 
and the basis for taxing distilled spirits. Both were eliminated by the House. 
Although such provisions had the merit of producing simplification by bringing 
about uniformity in customs administration, the Treasury does not propose 
that they be reinstated in the bill by this committee. 

We take exception to the statement that the elimination of Amer- 
ican selling price as a basis of valuation would have the merit of pro- 
ducing simplific ation by bringing about uniformity in customs admin- 
istration. 

Senator Hotianp. Just a minute, please, sir. As I understand it, 
these two provisions which you are discussing were both eliminated 
by the House. 

Mr. Hooker. Yes, sir. 

Senator Hottanp. They do not now appear in the House bill that 
is being considered by this Senate committee / 

Mr. Hooker. This i Is Mr. Graham’ Ss recommendation of the ‘Treas- 
ury; yes, sir. 

Senator Hotianp. What is the purpose of your appearance here, 
since these provisions are not now in the bill? 

Mr. Hooker. One purpose, sir, is to do this committee the courtesy 
of appearing, since they had been courteous enough to allow us to 
come, and we, not knowing the testimony which would be given pre- 
vious to ours, not knowing until this minute what the testimony would 
be previous to ours, we did wish to go on record as appearing here. 

We also " ished to go on record as making an exception to that por- 
tion of Mr. Graham’s testimony where he said that American selling 
price as a basis of valuation would have the merit of producing sim- 
plification by bringing about uniformity in customs administration. 

The fact is that it vf our opinion, as set forth in our briefs and state- 
ments before the Ways and Means Committee, that elimination of 
American selling price alt lunduly complicate rather than simplify 
customs administration. Howe ver, we are gratified to know that the 
Treasury has seen fit to abide by the Ways and Means Committee 
decision to retain American selling price as a basis of valuation, 
Therefore, we are closing our statement at this time and wish to 
thank the committee for scheduling our appearance. 

Senator Ho.uanp. Let’s see if I understand you. You are glad 
that the Ways and Means Committee eliminated these two sections ? 

Mr. Hooker. Yes. 

Senator Hottanp. You are glad the Treasury approved that elimi- 
nation ? 

Mr. Hooker. Yes, sir. 

Senator HoLttanp. And you want the Senate committee to know that 
you approve of the actions of the Ways and Means Committee and 
of the Treasury / 

Mr. Hooker. Yes, sir. 

Senator Hottanp. Thank you. 

Howard Huston ? 
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STATEMENT OF HOWARD HUSTON, AMERICAN CYANAMID CO. 


Mr. Huston. Mr. Chairman, my name is Howard Huston. I am 
a vice president of the American Cyanamid Co. 

The particular provisions upon which I proposed to present evi- 
dence this morning has since the hearing started beeen very ably 
handled by other witnesses and therefore, sir, with the permission of 
the chairman, I suggest that I simply file my brief with the reporter 
on those subjects which have already been covered. 

Senator Hottanp. Your statement is completely covered by a mem- 
orandum ? 

Mr. Huston. Yes, sir. 

Senator Hottanp. That memorandum will be received and filed 
and made part of the record. 

(The prepared statement of Howard Huston is as follows :) 


AMERICAN CYANAMID Co., 
New York 20, N. Y., April 22, 1952. 
COMMITTEE ON FINANCE, 
United States Senate, 
Senate Office Building, Washington, D.C. 

GENTLEMEN: American Cyanamid Co. was organized in 1907. At that time we 
had but one plant and producet a single product. Today we operate 42 plants, 
which produce about 5,000 items for use by 200 industries and the ultimate con- 
sumer. We employ over 20,000 people. 

Our growth is typical of the growth of the chemical industry in the United 
States. Ours is an extremely complex and integrated industry. From a few 
basic materials stem a very large number of interrelated compounds which by 
chemical processes are converted into a wide diversity of finished goods, such as 
organic dyes, pigments, pharmaceuticals, fine chemicals, industrial chemicals, 
mining chemicals, intermediates, plastics, and explosives. This interdependence 
is vital and sensitive. To interrupt or disturb this balance is to sow the seeds 
which will grow to destroy our American chemical industry so vital in peace to 
be effective in war. Research and development are the lifeblood of our industry. 
We spend over $10,000,000 a year for research and development. 

The chemical industry, of which we are an integral part, is uniquely essential 
to American productivity—it serves all other in!ustries. Its principal charac- 
teristic is growth. No industry makes such a diversity of products nor holds 
the key to so many potential new products. Thus, our company is vitally inter- 
ested in the laws which regulate customs procedure. 

H. R. 5505, currently before your committee, is entitled the “Customs Simpli- 
fication Act of 1951." We approve those provisions of the bill designed to actually 
improve the administration of our customs nrocedure. However, we believe that 
sections 2, 18, and 20 of the bill would not simplify our customs procedure. 

We are refraining from a discussion of matters relevant to this bill which have 
their roots in executive international arrangements, first, at the request of your 
committee, and, second, on the assumption that section 24 of the bill continues 
to represent the sense of Congress. 


SECTION 2. ANTIDUMPING AND COUNTERVAILING DUTIES 


This section proposes amen’ments to the Antidumping Act of 1921 and the 
Tariff Act of 1980. As a background to our discussion, it must be noted that 
under section 13 of H. R. 5505 foreign value as a basis of valuation in our customs 
procedure would be eliminated. Export value is provided as the first basis of 
valvation to be used by our customs officials for the application of duties. 

The provisions of section 2 (a) and (b) of H. R. 5505 of themselves are not 
ob‘ection»ble. However, the changes proposed in section 2 (c) which would 
affect our law governing countervailing duties are objectionable. 

Under existing law (sec. 303 of the Tariff Act of 1930, countervailing duties), 
the Secretary of the reasury is required to determine and declare’ the net 
amount of any bounty or grant bestowed by a foreign country on the manufac- 
ture, production, or export of any article made within its jurisdiction, which is 
dutiable under our laws and imported into the United States. He is required 
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by law to issue regulations necessary for the identification of such articles and 
merchandise and for the assessment and collection of the additional duties to be 
imposed in accordance with the provisions of section 303 of our Tariff Act of 
1980. 

The amendment proposed in H. R.5505 would seriously weaken the present 
law (except for the recognition that exports from a country may receive unfair 
advantage “through multiple official rates of its exchange in terms of United 
States dollars, or otherwise’). Countervailing duties would no longer be man 
datory, once the bounty or grant is known to have been paid or bestowed. Coun- 
tervailing duties would be imposed only if the Secretary of the Treasury should 
determine, after such investigation as he deemed necessary, that an industry in 
the United States was being or was likely to be injured, or prevented or retarded 
from being established, by reason of the importation into the United States of 
such articles or merchandise in respect of which the bounty or grant was paid 
or bestowed. Subsidization of exports can only result in unfair competition. 
The intent of the Congress has been long established that such type of compe- 
tition will not be tolerated. Thus, the countervailing duty should be imposed 
once the offender is known to have given the bounty or grant in order to dis 
courage effectively such an unfair method of competition in our markets, regard- 
less of any likely injury or prevention or retardation of an American industry. 

The basic economic evils intended to be deterred are on the one hand, the 
giving of a bounty or grant, and on the other, dumping. There is no reason, 
therefore, to require a finding of injury or the likelihood of injury, or the pre 
vention or retardation of an American industry as a condition precedent to in 
voking our Antidumping Act. This provision should become operative once the 
evil—dumping—occurs, for that is the real threat to our industry and the danger 
Congress should forestall. 

Thus, to simplify this aspect of our customs practice, it is recommended that 
our Antidumping Act be likened to our existing law governing the imposition of 
countervailing duties. If this is done, the special dumping duty now provided 
should be less than any countervailing duty imposed on the merchandise by rea 
son of a payment or bestowal of a bounty or grant 

Since foreign value as a basis of valuation would be eliminated by H. R.5505 
exporters to the United States should be required to file with our Customs a cer- 
tilicate representing what the foreign market value of the merchandise is in the 
country of export to the same class of purchaser. This has been a long estab 
lished practice in Canada where dumping of itself is prohibited regardless of 
its injurious effect upon a Canadian industry. 

Congress has repeatedly assigned to the Tariff Commission the responsibility 
of determining and apprising the legislative and executive branches of our 
Government of the effect of imports upon our economy. Thus, it would make 
for further simplification, if Congress should require the Variff! Commission, 
rather than the Secretary of the Treasury, to make the determinations which, 
in accordance with our recommendation, would be made under both our Anti 
dumping Act, and countervailing-duty law, as modified. The change would 
make for better coordination, would be sound administratively and, therefore, 
add to simplification. 


SECTION 15. VALUE 


Section 13 of the proposed bill would repeal section 402 of the Tariff Act of 
1930. It provides various bases of valuation to be used in assessing duties on 
items in our tariff act subject to ad valorem duties. Four bases of value for 
the assessment of duties are proposed—export value, United States value, Com- 
parative value, and constructed value. Foreign value is eliminated. As we 
are fully familiar with the difficulties attendant the determination of foreign 
value, we have no objection to its elimination provided exporters are required to 
certify as to the foreign market value of the merchandise to permit effective 
ndministration of our antidumping law. 

The definitions of the respective bases of value in the bill create new concepts 
of value which, if adopted, will cause confusion and uncertainty rather than 
simplification. Values presently defined in our tariff act have been applied 
und interpreted by the Treasury Department and our courts repeatedly for 
many years so that their meaning is clear and their application simplified. There 
appears no need to change the bases of value—except if it be foreign value, 

Export value is based on value or price in the principal markets of the country 
of exportation of the merchandise or similar merchandise undergoing appraise- 
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ment which is freely sold or offered for sale therein in the usual wholesale quan- 
tities and in the ordinary course of trade for exportation to the United States. 
Conditions constituting the basis of export value are controlled within the coun- 
try of export. Many countries export on a multiple price basis and at prices 
subsidized, cartelized, and designed to penetrate and disrupt our domestic market 
by low export values and corresponding low duties. 

Our only protection remaining against an abuse of this basis of value is found 
in our existing antidumping and countervailing duty laws which should be 
strengthened, rather than weakened, as proposed in section 2 of H. R. 5505. 

United States value, as defined in the proposed bill, removes the ceilings pro- 
vided under existing law on certain deductions allowed for commissions, profit, 
and general expenses from the selling price of the merchandise in the United 
States. Thus, profits and expenses are allowed in such amounts usually made by 
sellers in such market on imported merchandise in the same class or kind as the 
merchandise undergoing appraisement. The control over profits rests with the 
foreign manufacturer, and, therefore, to that extent United States value re 
mains subject to foreign control. The elimination of the ceilings on commis- 
sions, profits, and general expenses can be expected to increase litigation and 
delay disposition of disputes, all of which would hardly seem to make for simpli- 
fication. 

Comparative value is a new basis of value. The discretion allowed an ap 
praiser in making a comparison between the imported merchandise and other 
merchandise from the same country is not only unlimited, but places a responsi- 
bility on the appraiser which is unfair, and no less absolute. We are mindful 
of the principle that administrative acts of public officials to whom discretion 
is allowed are not ordinarily reviewed by our courts except for fraud, mistake, 
or gross neglect. Thus, the standard, if any, to govern the appraiser is the 
extent to which he can project his imagination. 

Constructed value is, in effect, a new name given to the present “cost of pro- 
duction,” except that, in the proposed bill again, the amounts allowed for profit 
and general expenses are left to the foreign producer and ultimate litigation in 
our courts. 

It is difficult to conceive the need for these redefined buses of value in section 
13 of the proposed bill or the simplification which would result from their 
application. In fact, the definitions, in their application, would seem to cause 
uncertainty, delay and injustices to American producers. As such, therefore, 
the section would complicate rather than simplify the administration of our 


CUSTOINS 
SECTION 20. CONVERSION OF CURRENCY 


Under our Constitution, power vests in the Congress to coin money, regulate the 
value thereof, and of foreign coin (art. I, sec. 8). By the aet of August 27, 1894 
(sec, 25), Congress required the Secretary of the Treasury to proclaim quarterls 
the value of foreign currencies expressed in United States dollars. Section 522 
of the Tariff Act of 1930 requires that for the purpose of assessment and collec 
tion of duties upon imported merchandise, when necessary to convert foreign 
currency into currency of the United States, the values as proclaimed by the 
Secretary of the Treasury shall be applied. 

Where the Secretary has not proclaimed a conversion rate or where the pro 
claimed rate varies by 5 percent or more from the buying rate in New York on 
the day of exportation of the merchandise, the New York buying rate is to be 
used for the assessment of customs duties. It has been reported to the Cor 
vress that practically all commercial rates do vary by more than 5 percent fron 
the gold-content rate required to be proclaimed by the Secretary of the Treasury 
(See testimony by the Assistant Secretary of the Treasury during hearings 
before the Committee on Ways and Means of the House of Representatives on 
Hl. R. 1535, p. 41.) 

Section 20 of H. R. 5505 would change the basis for conversion of foreign 
currencies into United States dollars for customs purposes. This section would 
base rates of exchange on the par value as established pursuant to the Articles 
of Agreement of the International Monetary Fund, or pursuant to any other 
international agreement to which the United States is a party. During the above 
mentioned testimony before the Committee on Ways and Means of the Honse 
page 41, the representative of our Treasury further informed the Congress that 
many countries do not maintain such a par value pursuant to the Articles of 
Agreement of the International Monetary Fund, and for these countries, the 
conversion rate is to be determined by the New York buying rate as certified 
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by the Federal Reserve Bank, as at present. Thus, section 20 of H. R. 5505 
further provides, in effect, that if no such par value (in accordance with the 
Articles of Agreement of the International Monetary Fund) were so maintained 
for a particular date, the conversion would be made at the buying rate for the 
particular foreign currency in the New York market to be determined by the 
Federal Reserve Bank of New York, and certified to the Secretary of the Treas- 
ury who shall make it public at such times and to such extent as he shall deem 
necessary. 

Section 25 of the act of 1894 is in effect today. Where commercial rates vary 
by more than 5 percent from the gold-content rate so proclaimed by the Sec 
retary of the Treasury, the New York buying rate for foreign currency now 
published by the Federal Reserve Bank of New York at noon of each day can 
be used. This rate reflects the current buying rate and, therefore, gives foreign 
currencies values which are more representative of their commercial value. 
The Secretary of the Treasury should be required to publish such rates on every 
bank business day so that appraisers would have these data currently avail- 
able. Such a practice would maintain a current list of par values, expressed 
in United States dollars, of the several foreign currencies. The International 
Monetary Fund admittedly does not maintain such a complete listing of cur- 
rent par values of member nations, and, even if it did, such a list would not 
be as representative of current commercial value. 

In addition, to base rates of exchange, as alternatively provided in the pro 
posed bill, on the par value established pursuant to any other international 
agreement which is not even in existence is equivalent to asking Congress to 
delegate completely its fundamental power to coin money, regulate the value 
thereof, and of foreign coin. This is “gross oversimplification 

To summarize: 

1. Section 2 of the proposed bill seriously weakens our existing law which 
makes mandatory the imposition of countervailing duties on imported merchan- 
dise which enjoys bounties or grants from the country of export 

Dumping gxoods upon our markets is just as unfair a method of competition 
as the giving of bounties or grants, or preference through multiple official rates 
of exchange 

Thus, our existing countervailing-duty law should not be weakened as provided 


in section 2 of the proposed bill. Our antidumping law should be strengthened 


by removing therefrom the requirement that injury or the threat of injury 
to an American industry be a condition precedent to invoking its provisions In 
this event, the special dumping duty imposed should be less the amount of any 


countervailing duty imposed 


As foreign value would be eliminated, exporters should be required t ea 
certificate verifying the foreign market value of the merchandise 
The Tariff Commission, rather than the Seeretary of the Treasury, should be 


given the responsibilities thus provided under both the Antidumping Act and 
the countervailing-duty law. 

” While we agree that “foreign value” as a basis of valuation for customs 
purposes should be eliminated, the redefined bases of value published in section 12 
of the bill would cause uncertainty and confusion in the administration of ow 
customs laws and thus complicate rather than simplify the transaction of inter 
national trade 

3. The basis for the conversion of foreign currencies into United States 
dollars should not be governed by the International Monetary Fund or anv other 
international agreement to which the United States may become a_ party. 
Rather, the basis should be the buying rate for foreign currency published daily 
by the Federal Reserve Bank of New York which is more representative of the 
current comimercial value of such foreign currencies. The Seeretary of the 
Treasury shou'd be required to publish such information on every bank business 
day, and thereby facilitate the appraisals made by our Customs officials 

4. We urge your committee to consider these observations and amend H. R 
5905 accordingly. 

Respectfully submitted. 

Howarp Huston, Vice President 

Senator Hotianp. The committee will recess until 10 o'clock 
Monday. 

(Whereupon, at 10:35 a. m., the committee recessed, to reconvene 
at 10 a.m. Monday, April 28, 1952.) 
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MONDAY, APRIL 28, 1952 


Unirep STATES SENATE, 
COMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m. in room 
312, Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present, Senators George, Johnson of Colorado, and Butler. 

Also present, Elizabeth B. Springer, chief clerk; and Serge N. Ben 
son, professional staff member. 

The Cuairman. The committee will come to order. 

Before we begin with the first witness, there will be inserted in the 
record the statement of Richard P. White, executive secretary, Ameri- 
can Association of Nurserymen, Inc. 

(The statement of Richard P. White is as follows :) 


STATEMENT OF RICHARD P. WHITE, EXECUTIVE SECRETARY, AMERICAN ASSOCIATION 
OF NURSERYMEN, INc., WASHINGTON, D. C., on H. R. 5505 


My name is Richard P. White, executive secretary of the American Association 
of Nurserymen, Inc., 635 Southern Building, Washington 5, D. C 

I appear before this committee to present a viewpoint in regard to section 11 
of H. R. 5505, a proposal “to amend certain administrative provisions of the 
Tariff Act of 1980 and related laws, and for other purposes.” 

Section 11 proposes certain amendments to section 321 of the Tariff Act of 
1930. My testimony is directed specifically to section 321 (b) (2). 

This subsection proposes to exempt articles from duty provided the aggregate 
value of all articles in a shipment does not exceed $10, and provided the a 
are intended for personal or household use of the consumer and are not for sale. 
The purpose of this section is Obviously, and as the amendment states, to avoid 
expense and inconvenience to the Government disproportionate to the amount of 
revenue collected. The objective to be sought is a commendable one, but there 
are certain consideration which must be given to the proposal in view of the 
plant quarantine regulations of the United States Department of Agriculture 
under the Plant Quarantine Act of 1912, International Plant Quarantine 37, and 
the regulations issued pertinent thereto. 

I understand that this bill, H. R. 5505, has not been submitted to the Depart- 
ment of Agriculture for consideration and report. In our view. it should be 
subinitted to the Department of Agriculture for a report at least upon this sec- 
tion. 

The United States Department of Agriculture has now established a system 
whereby certain types of living plant materials are inspected by United States 
Government inspectors in foreign lands for determination of their apparent 
freedom from plant pests. This does not preclude the possibility of reinspection 
at ports of entry in the United States, as well as fumigation of the plant material 
as a precautionary measure against the introduction of plant pests not now 
present or widely distributed within the United States. It is true that the regu- 
lations under Plant Quarantine 37 require certain external evidences placed upon 
containers which include plant materials subject to port-of-entry inspection and 
fumigation. 
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The practical effect of the exemption proposed in section 11 of H. R. 5505 start- 
ing on page 15, line 18 of the proposal would be to permit large quanties of ship- 
ments of plant materials from foreign countries direct to the consumer in this 
country via international parcel post and by both air and ship. The result would 
be that the United States Department of Agriculture would fail to intercept large 
numbers of these very small shipments, and if they did intercept them all, the 
personnel would not be adequate to take care of the task involved in inspection 
and fumigation at the ports of entry. 

This would result, we feel, in reducing the effectiveness of our international 
plant-quarantine procedure and would eventually result in the introduction and 
establishment of plant pests, both insects and diseases, not now known to exist 
or not widely distributed in the United States. When such establishments were 
discovered, Congress would be requested to appropriate considerable sums of 
money either for eradication purposes or for control purposes under the system 
of domestic plant quarantines. In addition to that, various nursery cultures in 
this country would be jeopardized with heavy losses of both plant material and 
operating capital due to the domestic quarantines which would be used as a 
method of prevention of spread, cost of control procedures, etc. 

It is my understanding as indicated above that this proposed legislation has not 
been submitted to the Department of Agriculture for their consideration and we 
feel very strongly that it should be on account of the above situation which would 
be permitted. We would like to suggest, therefore, that H. R. 5505 be sub- 
mitted to the Department of Agriculture for their consideration before action 
is taken on it by the Senate Finance Committee. 


The CHairMan. There will be inserted in the record the letter, dated 
April 25, 1952, from the National Federation of American Shipping, 
Tne. 

(The letter from National Federation of American Shipping, Inc., 
is as follows:) 


NATIONAL FEDERATION OF AMERICAN SHIPPING, INC., 
Washington, D. C., April 25, 1952. 


Hon. WALTER F. GEORGE, 
Chairman, Committee on Finance, 
United States Senate, Washington 25, D. C. 


DreAR SENATOR GEORGE: The National Federation of American Shipping, an 
organization representing a substantial majority of all deep-water American 
flag shipping, desires to submit the following comments and recommendations 
with respect to H. R. 5505, a bill to amend certain provisions of the Tariff Act of 
1930 and related laws, which is the subject of hearings by your committee. 

Section 9 of H. R. 5505 would extend to foreign-flag vessels the privilege now 
enjoyed by foreign-flag aircraft of withdrawing equipment and repair parts for 
installation free of duty from a bonded warehouse or continuous customs custody, 
and of treating such withdrawal as an exportation for purposes of the tax draw- 
back laws. Section 9 would also permit similar withdrawal free of duty and 
taxes on import for ground equipment to be used by foreign-flag aircraft. The 
privileges granted in the case of aircraft are conditioned upon reciprocal privi- 
leges being accorded to aircraft of the United States when in foreign countries. 

The federation agrees that this discrimination against the shipping industry 
should be removed. However, it believes that the privileges to be extended by 
section 9 to foreign-flag vessels should be granted only when reciprocal privi 
leges are accorded to vessels of the United States. The Federation urges, there- 
fore, that section 9 (a) of H. R. 5505 also amend section 309 (d) of the Tariff 
Act of 1930, as amended (N.S. C., 1946 ed., title 19. sec. 1309 (d)), by inserting 
the words “and vessels” immediately after the word “aircraft” wherever such 
word appears in section 309 (d). 

Section 22 of H. R. 5505 would convert the excise tax imposed by section 2470 
of the Internal Revenue Code on the first domestic processing of coconut oil 
into an import tax on the oil content of copra. Enactment of this section would 
mean that a copra importer would have to pay an import tax of approximately 
$42 per long ton of copra. The result would be a further reduction in the 
importation of copra, which has already been sharply reduced since World War 
II. At the present time only about 40 percent of the Philippine copra production 
is being shipped to the United States, whereas approximately 90 percent of such 
production was being imported prior to World War II. 
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Copra is an important home-bound commodity for steamship companies en- 
gaged in the trans-Pacific trade. They are, therefore, greatly concerned about 
anything which would interfere with, or hinder in any manner, the importation 
of copra. Since the enactment of section 22 of H. R. 5505 would greatly reduce 
the amount of copra to be imported into the United States, the federation urges 
that this section be deleted from the bill. 

We respectfully request that this letter be incorporated in the record of the 
hearings which are being held on H. R. 5505. 

Very truly yours, 


A. U. Kress, Counsel. 
The Cuarrman. Mr. Radcliffe, you are first on the list. 
I have not been back in town long enough to make a check on the 
committee. So far as I know there may be one or two other members 
coming in in a few minutes, but we will proceed, if it is agreeable to you. 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC. 


Mr. Rapcuirre. My n: Hs is Harry S. Radcliffe, executive vice presi- 
dent, National Council of American Importers, Inc. Our address is 
15 East Seventeenth Street, New York City. 

The Cuarrman. All right, Mr. Radcliffe, we will be glad to hear 
from you, sir. 

Mr. Rapcnirre. Mr. Chairman, I have a prepared statement which I 
shall file with the committee, and I understand that it will be repro- 
duced in the record. I «do not intend to read it. 

The Crairman. You may file your complete statement in the record, 
and if you wish to, you may speak of it briefly. 

Mr. Ravcuirre. Yes; 1 would just like to briefly outline our posi- 
tion on the simplification bill. 

The CuarrmMan. Yes, sir; you may do that. 

Mr. Raveuirre. Our primary position is that we urge prompt pas- 
sage of this bill at the present session of the Congress, with such im- 
provements as can be qrickly made. 

We also advocate additional measures in the direction of customs 
simplification and we hope that the Congress, possibly in 1953, will be 
willing to consider a second package, as we might call 


t, on customs 
improvement. 


‘his bill is essentially a Treasury bill based in a great degree on a 
management study made by McKinsey & Co. over a period of years 
under special authority of the Congress, and it covers a number of 
highly essential reforms in our customs administrative laws that 
should result in eflicienc y in customs operation. 

The Committee on Ways and Means in its report stated that they 
believed the bill gives the importing public improved service at a lesser 
cost to the taxpayer. We agree with that, but we would like to have 
more of the same thing. 

This bill is a big step forward, and I think most everyone agrees on 
that, and I do not believe that the bill should be regarded as con- 
troversial in any sense 

In making suggestions and criticizing some of the provisions of the 
bill, we are ‘motivated by a desire to make the simplification measure 


equitable and practicable to the Government and to the importing 
businessman. 
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As I have read the press accounts of these hearings, I feel that per 
haps an incorrect impression has been created. It is something like a 
person who is buying a house or renting an apartment. The fact that 
he does not care for the wallpaper in the living room does not mean that 
he objects to the floor plan or the closet space. 

We, too, would prefer some slight changes that the architects of 
the bill, having once drawn the plan and arranged the color scheme, 
have not seemed ready to adopt. 

As I understand the situation, the very purpose of these hearings 
is to give the committee an oportunity to have the constructive sug- 
gestions made by the non-Government organizations and witnesses. 
We are all, I think, working in the same direction of genuine and 
workable customs service improvement. 

As the national import organization, we are advocating seven 
specific amendments to the bill, and those are set forth in my state 
ment in some detail, with the exact page number and line that we would 
like to have amended. 

The first one relates to section 15 on valuation. We feel that there 
should be some provision there to permit bona fide sales to an exclusive 
selling representative in the United States, who is financially inde- 
pendent of the foreign seller, to be used in determining “export value” 
and “United States value.” 

In my prepared statement, I gave some language, but I would like 
to give an alternative suggestion. We would amend the definition of 

“freely sold or freely offe red for sale,” and I have suggested that after 
the definition of “purchasers at wholesale” the words be inserted “who 
are financially independent of the seller. 

We do not believe that there should be an export value where the 
firm here is a branch concern of a foreign supplier, where the values 
arranged between the two on exclusive items might be just a book- 
keeping value. We are looking for the true value. But instead of 
that suggestion, I think that we could add on line 25 of page 22 of 
the bill these words: 

Merchandise sold or offered for sale to an exclusive selling agent in the United 
States who is financially independent of the seller shall be deemed to be freely 
sold or freely offered for sale. 

That is the additional suggestion that I did not have in the prepared 
paper 

The CuatrmMan. Yes, sir. 

Mr. Rapcuirre. The second amendment that we wish to suggest, 
and other witnesses have come to the same conclusion, is that we 
believe that the importers should be permitted to retain their present 
right to amend their customs entries. 

An entry has to be made within 48 hours after arrival as a rule, and 
even the bill itself in connection with the undervaluation duties men- 
tions that the importer must furnish the appraising officers with in- 
formation in his possession at the time of entry or which he can obtain 
within a reasonable time thereafter. Well, if he does obtain further 
information within a reasonable timeafter entry, under this bill, he 
would not be able to correct his entry in line with that information, 
and we feel it is quite important that the importers should retain 
their right to amend their entries. 

We also believe that a new subsection should be added in section 
17 of the bill to provide a time limit of 120 days after the date of 
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entry for the completion of appraisement, and 180 days after the 
date of entry for appeals by the collector for reappraisement. 

With the elimination of foreign value, we can see no reason why 
4 months should not be an adequate time for the appraising officer 
to find value, and complete his appraisal. 

At the present time there is no such time limit, and appraisements 
are sometimes withheld—we recognize it is due in part to foreign- 
value delays—and they are often withheld for many 
even for years, and that keeps an importer 
as to his final customs obligations. 

We also believe that the matter of conversion of currency, to which 
some witnesses at the House hearings and, I believe, here, too, have 
objected because it would take the par values established pursuant to 
the Articles of Agreement of the International Monetary Fund, 
should have attention. Some people feel that that is not a proper 
procedure to have an international body controlling any part of our 
customs administration, 

We would make a compromise suggestion, that the bill be changed 
largely in the language of the present law, but eliminating the old- 
fashioned mint par values, that is, the quarterly findings by the Di- 
rector of the Mint as to the value of foreign coins in circulation. 
That system was instituted by the act of February 9, 1793, and the 
citation is First United States Statutes, page 300; and it is a very 
ancient system. We believe that there should be a quarterly proclama- 
tion now of the Secretary of the Treasury of those par values of the 
International Monetary Fund which do truly represent the value of 
foreign currency in commercial transactions. 

Then we recommend that the present 5 percent variation rule be 
reinstated, so that if the rate found daily by the Federal Reserve Bank 
of New York should vary by more than 5 percent from that 
claimed value, then the Federal Reserve rate would be used 
Is te day. 

We also object to one section—the last 


months and 
in a state of uncertainty 


pro- 
as it 


two sentences of the new 
section 522 (ad) on pages 35 and 36 of the bill—relating to future 
conversion of currency under some rules to be formulated by and 
under an international agreement to which the United States is a 
party. We think that is a little premature. Such an international] 
agreement does not now exist, and we believe it would be time when 
there is such an agreement for the Treasury to come to the Congress 
and suggest a suitable amendment of section 522. 

One other suggestion is that the ancient system of a special duty for 
so-called undervaluation should be eliminated. There are adequi ite 
provisions in the law in section 542 of the Code, and in 592 of the 
Tariff Act, to deal with fraudulent situations, and this system of a 
special 1 percent extra duty for each | percent by which the entered 
value is below the final appraised value is cert: ninly obsolete. 

The bill does amend section 489 of the tariff to make it more reason- 
able in its application, but we see no need for it to be retained in there 
ut all. 

In a report that the United States Tariff Commission filed in con- 
nection with this bill on the House side, | have two very brief ex 
tracts, and they state: 

It is curious that these complicated mechanisms had to be devised to enable 


an honest importer to escape from a statutory snare which was based on condi- 
tions which had long ceased to exist 
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They were making reference to the fact that when this system was 
originated in 1818, the Government was in an inferior position com- 
pared to the importer in getting information from foreign markets, 
end also in the laws at that time, the burden of proof was on the Gov- 
ernment, and the Collector of Customs was personally liable in case 
he began an action that did not succeed. Al] those things have long 
since been corrected, and the Tariff Commission, in conclusion said: 

As a result of all these changes 
in the situation— 
there would seem to be little present reason for automatic undervaluation duty. 

We agree with that, and believe that the section 17 (d) insofar as it 
relates to the undervaluation penalties should be eliminated. 

Finally, we suggest that section 22 of the bill be deleted entirely. 
That is the section that would convert certain processing taxes into 
import taxes, and we believe, that proposition does not involve any 
measure of true customs simplification. It is just putting a present tax 
in other form, and one of the reasons for our objections is that the 
‘Tariff Commission would have to make a study and at some future date 
determine what import taxes are suitable as the equivalents of the 
present processing taxes, 

There are just two other matters. We suggest a clarification of see- 
tion 11 which pertains to administrative exemptions. 

It is clear from the report of the Committee on Ways and Means that 
this section was never intended to encourage or even to permit the 
establishment of a mail order business directly from foreign suppliers 
to purchasers in the United States. In fact, 1 am reading from the 
Committee Report No. 1089, by the Committee on Ways and Means to 
the House on this bill, where it said: 

It is the desire of the committee that the Secretary of the Treasury shall 
exercise his authority under this section in such a manner that the section will 
not be subjected to abuses by mail order businesses engaging in the direct ship 
ment of dutiable articles to purchasers in the United States. 

In connection with that, the committee did amend the bill to put in 
section 11 a provision that it should not be applied to ec. o. d. trans- 
actions. But there might be mail-order business, not necessarily on 
the basis of c. o. d., and I believe that section needs clarification because 
we do not believe that a loophole like that should go without being 
plugged up. 

We also approve of the idea that the Tariff Commission should func- 
tion to establish injury or threat of injury in all countervailing duty 
cases and in all dumping cases, and we oppose the Mundt amendment, 
which was introduced as a separate bill, H. R. 5505—well, it is under 
H. R. 5505, and it was introduced February 18, and that relates to 
the extension to the export of any merchandise to the United States 
in a processed or partially processed form at a more favorable rate 
of exchange than is extended to exports of such merchandise in a raw 
or unproc essed form. We feel that amendment represents too genera! 
a formula. Multiple rates of exchange are too complex a subject, and 
they have many ramifications, so this would put in the bill what we 
believe to be an inflexible rule. It would not be workable. 

Thank you. That concludes my statement. 
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The Cuatrman. Thank you. Your full brief will go in the record, 
and when the committee gets into executive session, why, we will be 
glad to get into it. 

Mr. Rapcurre. Thank you, Mr. Chairman. 

(The prepared statement of Mr. Radcliffe is as follows :) 


TESTIMONY OF HARRY S. Rapcuirre, EXxecutrivE Vick PRESIDENT, NATIONAI 
COUNCIL OF AMERICAN IMPORTERS, INC., ON THE CUSTOMS SIMPLIFICATION BIL! 
(H R. HHO ) 


The customs committee of the National Council of American Importers has 
taken advantage of the opportunity since the customs simplification bill, as 
amended by the Committee on Ways and Means, was passed by the House of 
Representatives last October to study H. R. 5505 thoroughly and objectively 
Our customs committee also made a rather comprehensive study of the testimony 
presented by the witnesses who appeared at the House hearings representing 
various interested organizations, 

These witnesses, including myself, made a number of suggestions for additional] 
changes in our customs administrative laws that were not adopted by the Com 
mittee on Ways and Means. At this time, our organization will refrain from 
pressing for consideration of the particular suggestions I advanced in my testi 
mony before the House committee—with one exception relating to a time limit 
on appraisement—which is important to improved efficiency in customs procedure 

The position of the National Council of American Importers is that we strongly 
favor the prompt passage of H. R. 5505 with such improvements as can be quickly 
made, but we do hope that the Consmittee on Ways and Means and your com- 
mittee will be willing to give consideration to further proposals for customs 
simplification early next year. Any changes in our administrative laws that 
promise to reduce unnecessary red tape, speed up customs business, or permit the 
importer to settle his obligations to customs with less delay and uncertainty, 
certainly should merit the earnest consideration of the Congress in 1953. 

H. R. 5505 will accomplish a great deal in this direction. It seems to be 
generally agreed that the most important section of the bill is section 13 relat- 
ing to value. The elimination of “foreign value” will take out a provision of our 
present law that has been a constant source of trouble. The difficulties of ascer- 
taining a value based on quotations made in a foreign country for merchandise 
to be delivered at wholesale for consumption within that country under condi- 
tions that often have little or no relation to trading in world markets must be 
obvious. In day-to-day application, the use of “foreign value’ has caused more 
delays and uncertainty for customs officials and importers alike than any other 
single provision of the present law. The use of “export value” as the primary 
basis of valuation is, therefore, proper and workable. Export value represents 
world market prices and our protective-tariff system contemplates assessment 
of ad valorem rates of duties based on true values in the world markets. This 
major change should prove a big step forward in the prompt and equitable 
appraisement of imported merchandise which is snbject to ad valorem rates of 
duty. The alternative methods of value provided in section 13 which are to be 
used when a satisfactory “export value” cannot be determined are designed to 
result in appraisement at a value closely approximating the “export value.” 
The new definitions of important terms in section 13 (h) should be of great help 
in clarifying the technical meaning of the value section for the businessinan and 
should simplify administration. 

We believe section 13 can be improved by the changes in wording which we 
understand the witness representing the United States Council of the Interna- 
tional Chamber of Commerce presented at these hearings last week. We concur 
in the suggestions made by Mr. Allerton de C. Tompkins. 

There is one very important change in the definition of the term “freely sold 
or offered for sale” that we wish particularly to endorse. That is: 

On line 18, page 22 of the bill, delete the word “all” and insert after the words 
“nurehasers at wholesale’ the words “who are financially independent of the 
seller’’. 

The purpose of these suggested changes is to remove a purely technical obstacle 
which now exists to the application of “export value” to merchandise imported 
by an exclusive selling representative of a foreign seller. The customs courts 














































































































































































































































































































































































198 CUSTOMS SIMPLIFICATION ACT 


a 


have he'd in effect that sales by a foreign shipper to an exclusive representative 
in the United States are not “freely offered for sale to all purchasers.” 

It is a very common occurrence for a foreign producer to appoint one or more 
exclusive selling agents in the United States to promote the sale of his products 
Where the American selling agent is financially independent of his principal 
abroad, there is no valid reason why the merchandise should not be appraised 
on the basis of “export value.” 

Furthermore, American importers often distribute their merchandise in the 
United States through exclusive dealers in various sections of the country, and. 
as the law now stands, it is not possible to use a “United States value” where 
this method of distribution is customary unless similar merchandise is freely 
offered to all purchasers by some other importer. 

Some sections of H. R. 5505, other than the value section, which are endorsed 
by importers as great improvements over the present law are: Section 3, which 
repeals special marking requirements for certain metal articles which have often 

-aused undue expense and hardships without serving any useful purpose; sub 
sections 17 (ad) and 17 (f), which recognize the final appraised value should be 
controlling even if lower than the importer’s entered value ; section 18, relating 
to commingling of goods; section 10, providing for draw-back of duty on goods 
received by an importer but not ordered by him, i. e., unsolicited merchandise ; 
and section 15, providing for informal entry of merchandise having an aggregate 
value not greater than $250 rather than $100 as at present. 

Other provisions of the bill are designed chiefly to streamline the work of the 
customs service to increase efficiency and to decrease Costs, During the past 
several years there has been a chroni¢e shortage of customs personnel, particularly 
at the larger ports of entry, which has caused recurring log jams in clearing 
goods through customs. Our organization is very much concerned over this 
situation. and while these new previsions may, in the long run, serve to relieve 
this serious situation to some extent, we do not expect too much in the way of 
release of manpower immediately. The several provisions of the bill designed 
to facilitate the internal administrative work of the customs service are clearly 
necessary and desirable. We believe, however, that section 11 of the bill, relating 
to administrative exemptions, should be clarified to exclude any possibility of 
duty-free mail-order shipments valued under $10 from foreign producers direct 
to American consumers, 

There are two subsections of the pill, 17 (a) and 17 (b), and two sections, 20 
and 22, with respect to which our organization wishes to make specific recom- 


mendations. In addition, we would respectfully suggest that a new subsection 
17 (c) be inserted in the bill to provide for a definite time limit of 120 days upon 
the appraisement of merchandise. IT should like to present these suggestions in 
the order of the sections of the bill rather than in the order of the importance 
we attach to them. 

Right to amend initial entry.—Subsection 17 (a) deletes language from section 
487 of the administrative provisions which has long permitted the importer to 
amend his original customs entry, which must be submitted very soon after the 
arrival of a shipment in the United States. Such an amendment can be made 
under existing law at any time before the goods are formally appraised. The 
chief reasons at present why importers amend their entries are twofold: First, 
if the importer finds that his entered value was too high, he is bound, under sec 
tion 503 (a), by his entered value even though the appraised value is lower. The 
present bill corrects this absurd situation. Second, if his entered value was too 
low, he is in danger of being subject to the so-called undervaluation duty of 1 
percent of the final appraised value for each 1 percent that such final appraised 
valne exceeded his entered value. So the importer has every reason to amend 
his original entries to correspond, as far as possible, with the appraised value 
By filing a written request prior to entry with the appraiser for information as 
to proper value, the importer often receives the necessary information to enable 
him to make these amendments of entries. 

Section 17 (d) eliminates one reason for amendment of entry, namely that the 
higher of the entered or the final appraised value shall prevail. Section 17 (b) 
makes substantial amendments to section 489 of the tariff relating to the special 
duty for so-called undervaluation, The extra duty of 1 percent is, however, still 
imposed under this bill if the appraiser, the collector. and ultimately the United 
States Customs Court are not convinced that the importer furnished all informa 
tion requested by customs officers which is relevant to value, and which is avail 
able to him at the time of entry or within a reasonable time thereafter. 
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From the testimony given before the Committee on Ways and Means, it is 
clear that the Treasury Department holds the view that amendments of entry 
will be entirely unnecessary under the new arrangement! In short, they say if 
the entered value is too high, the importer will receive a refund without making 
an amendment. If the entered value is too low, the special so-called undervalua- 
tion duty will never be assessed unless the customs officials can establish be- 
yond doubt that the importer deliberately withheld pertinent information re- 
lating to value that was available to him when he made his original entry or 
which he had shortly thereafter. 

What has been entirely overlooked is that most importers when dealing with 
customs, or any other Government tax-collecting agency, do not want any dis- 
crepancy to exist between their obligations and their payments. While tech- 
nically, the money turned over to the collector of customs at the time of a customs 
entry is a deposit of duty, 9 out of 10 importers will say they made an entry 
and paid the duty. It is for this reason that importers are surprised and dis- 
tressed when they are called upon for the payment of additional duty months or 
years later when the liquidation of the entry occurs. If an importer learns that 
the deposit of duty he made at the time of entry is insufficient to cover his 
obligation on that particular lot of goods, he would much rather amend his entry 
and deposit the additional duty required right away, than to put the extra 
mroney in a reserve account on his books to be turned over to customs some time 
later, especially if there is any risk whatsoever of an undervaluation duty being 
imposed equal to the entire amount of the additional regular duty to be collected. 

In the past, amendments of entries have often been made because the appraiser 
found a “foreign value” higher than the “export value” represented tn the im- 
porter’s earned value. With the elimination of “foreign value,” such amend- 
ments of entry will no longer occur, and occasions for amendment of entry will 
be far less frequent than is now the case. The desired elimination of paper work 


is Sure to result from the deletion of “foreign value” rather than the revocation 


of the right to amend entries. It seems to us very important that the right to 
amend the original entry be retained so that when an importer finds that, for 
one reason or another, his entered value is incorrect, he may adjust matters 
promptly and deposit any additional duty due to the Government before the 
appraiser has made his official report of value to the collector, 
will come out about even at the time the entry is liquidated. 


Then things 
This also seems 
in line with the pay-as-you-go principle of Federal taxation. Therefore, we earn- 
estly suggest that H. R. 5505 be amended by inserting on line 17 page 27 of the 
bill the following language: “and inserting in lieu thereof ‘or at any time before 
the appraiser has made his report of value to the collector,” 

Duties on undervaluation.—VParagraphs (a) to (¢) of section 17 (b) of the 
bill contain a proposed revision of section 489 of the tariff relating to penalties 
in the form of special duties when the final appraised value exceeds the entered 
value, The proposed revision is a great improvement over the harsh provisions 
of the present law, but we demur on the entire proposition that a special duty 
should be iniposed whenever the entered value is lower than the final appraised 
Value. That proposition is based on the theory that some serious threat must be 
held over the head of all importers to keep them honest when they make their 
customs entries. The official analysis of this bill presented by the Treasury 
Department states “It is practically a necessity that the consequences of furnish- 
ing incomplete and inaccurate information shall be sufficiently serious so that 
the pecuniary interest of the importer is on the side of making it complete and 
truthful” (p. 25, House hearings). This analysis also frankly states “However, 
the task of the importer is a difficult one in the light of the fact that the legal 
questions to be decided in determining customs value are Inany and complex, and 
differences of opinion are frequent, while the facts which must be considered in 
determining customs value are frequently not known to the importer and cannot 
be ascertained by him” (p. 24, House hearings). 

We know of no other instance where a taxpayer who makes a declaration of 
value according to the facts known to him, or which he can ascertain, may be 
subject to an extra tax equal to the full difference between the tax determined 
by the Government after many complex legal questions have been decided and 
the tax declared by the taxpayer. The importer’s entered value is invariably 
the price he paid, or has agreed to pay, for his goods unless the appraiser indi- 
cates to him before entry is made that a different value prevailed in the country 
of exportation at the time of export. 
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In cases where the entered value is actually fraudulent, there are ample provi- 
sions in section 542 of the United States Code, 1946 edition, supplement II, title 
18, for personal penalties for customs frauds and in section 592 of the Tariff Act 
of 1930 for the forfeiture of goods entered by means of a false declaration. In 
actual practice where a fraudulent entry is made, customs officers invariably 
proceed under these- provisions of the law rather than under section 489. 

In the memorandum submitted on this bill by the United States Tariff Com- 
mission, the origin of this special duty levied under section 489 is given: 

“Additional duties for undervaluation have been on the statute books prac- 
tically continuously since 1818. They originated at a time when the Government 
was in a considerably inferior position vis-A-vis the importer in ascertaining 
the ‘true value’ of imported merchandise for customs purposes. The imposition 
of undervaluation duties was justified on the ground that the existing measures 
for preventing and punishing fraudulent undervaluation were inadequate. For 
example, the burden of proof was borne by the Government, and its ability to 
prove a case of fraud depended largely on what assistance importers of products 
other than the importer suspected of fraud might give to the Government, since 
the Government had no adequate facilities for investigating abroad regarding 
‘true’ market value of the goods under suspicion. Another handicap suffered by 
the Government was the fact that a collector of customs who prosecuted an 
importer for fraudulent undervaluation was personally liable in the event the 
case went against him” (p. 237, House hearings). 

The Tariff Commission's memorandum then outlined the development of sub- 
sequent legislation leading to the so-called duress entry and appeals to the 
Customs Court for remission of undervaluation duties. The memorandum then 
continued as follows: 

“It is curious that these complicated mechanisms had to be devised to enable 
an honest importer to escape from a statutory snare which was based on condi 
tions which had long ceased to exist. With the tremendous growth of this 
country and the development of facilities for communications, the Government 
was no longer in its former relatively helpless position in verifying customs 
entries. Moreover, laws were changed so as to remove the conditions which 
formerly made prosecutions for fraud almost futile. The burden of proof in 
fraud cases was transferred from the Government to the importer; customs 
officials were relieved of personal liability and in cases where prosecution for 
fraud failed; enforcement laws generally were strengthened; and the merchant 
appraiser system was abandoned and appraisement by official Government ap- 
praisers substituted. As a result of all these changes, there would seem to be 
little present reason for automatic undervaluation duties or for the basis-of- 
asSessment rule” (pp. 237, 238, House hearings). [Emphasis ours. ] 

We respectfully submit that there is no cogent reason for retaining undervalua 
tion duties, especially as the honest and cooperative importer under the proposed 
revision of section 489 would still have the difficult burden of establishing that 
he did furnish to the individual appraising officer all of the information pertain 
ing to dutiable value available to him at the time of entry or within a reasonable 
time after entry. The individual appraising officer would also have some 
difficult decisions to make as to whether or not the importer had supplied all 
information requested. , ; 

We, therefore, suggest that H. R. 5505 be amended by changing lines 21 and 
22 on page 27 to read: “Unauthentic Claim of Antiquity” and by deleting lines 
23 to 25 on page 27, all of page 28, lines 1 to 18 on page 29, and by deleting “(d) 
on line 19 of page 29 of the bill. 

Time limit on appraisement.—At the public hearings held by the Committee 
on Ways and Means on this bill, witnesses representing a number of organizations 
were unanimous in asking for some limit on the time in which the appraisement 
of merchandise should be completed. The present law sets no such limit and 
appraising officers may delay the establishment of dutiable value for months 
or even for years. In the past, much of the delay has been due to the difficulty 
of finding a satisfactory “foreign value’ and with the elimination of that trouble- 
some method of valuation, it seems reasonable to anticipate expeditious appraise 
marth tet an importer is entitled to know what his maximum obligations 
for customs duties will be within a reasonable time after the merchandise has 
arrived in the United States and has been entered. Most of the witnesses who 
advocated a time limit agreed that 120 days after the date of entry should be 
sufficient for the completion of appraisement. In business, contracts must be 
fulfilled by a definite date, and goods must be produced and delivered within a 
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specified time. Customs duties are an element—and often an important one— 
of an importer’s costs for merchandise. In order to calculate his costs and 
establish his prices, the importer must known within a reasonable time after 
he has made entry exactly what duty will be assessed by the customs appraiser. 

We are convinced that, with the elimination of “foreign value,” appraising 
officers should be able to ascertain dutiable value within 4 months after entry, 
and it must be remembered that the collector has an additional 2 months to appeal 
for reappraisement. With a 120-day time limit on appraisement, the Govern- 
ment will have full protection for a 6-month period, and the importer will have 
the certainty as to his final customs obligations to which he is entitled. 

We, therefore, suggest that section 17 of the bill be amended by adding a new 
section (c) to read as follows: 

“(c) Seetion 500 of the Tariff Act of 1930, as amended (U.S. C., 1946 edition, 
Supp. Il, title 19, see. 1500), relating to the duties of appraising officers, is 
further amended by changing subsection (a) (5) to read: 

“*(5) To report his decisions to the collector within one hundred and twenty 
days after the date of entry.’ ’ 

Section 501 should also be amended to insert after the second sentence the 
following: “Where the appraiser fails to report his decision to the collector within 
the period prescribed in section 500, the entered value shall become the final 
appraised value and the period within which the collector may file a written ap- 
peal for reappraisement shall be one hundred and eighty days after the date of 
entry.” 

Subsections 17 (c) to (f) of H. R. 5505 should be redesignated as subsections 
17 (d) to (g), respectively. 

Conversion of currency.—Some witnesses at the House hearings objected to 
section 20 of the bill because it would cause the operation of our laws respecting 
the conversion of currency to be dependent upon an international organization, 
namely the International Monetary Fund. 

It seems generally agreed that the present use of mint par value as a primary 
method of converting foreign currencies for Customs purposes is obsolete, and 
that the quarterly proclamations of such values by the Secretary of the Treasury 
ure meaningless, Therefore, conversion of currency for customs purposes has 
for Inany years past been made at the rate or rates certified by the Federal 
Reserve Bank of New York as the buying rate in the New York market at noon 
on the day of exportation. These certified rates are usually to the ten-thousandth 
of a dent, or even to the hundred-thousandth of a cent. For example in the 
vear 1951, the rate certified by the Federal Reserve for the Belgian france ranged 
from 1.98208 cents to 2.00053 cents, while the par value established pursuant to the 
articles of agreement of the International Monetary Fund remained constant at 
2 cents. 

American importers, customs brokers, and customs officers would prefer some 
stability in the rate to be used in making calculations when converting foreign 
currency into United States dollars for customs purposes. It would have been 
far more satisfactory, for instance, to figure the Belgian france at 2 cents all 
through the year 1951 than to use a different fractional rate slightly above or 
slightly below that figure from day to day, depending on the exact date of expor- 
tation. 

We recognize the validity of the objections that our system of conversion of 
currency should not be controlled by an international organization and would, 
therefore, recommend that H. R. 5505 be amended as follows: Delete line 24 of 
page 33 and lines 1 to 14 of page 34, and substitute the following : 

“(a) For the purpose of the assessment and collection of duties upon merchan 
dise imported into the United States, whenever it is necessary to convert foreign 
currency into currency of the United States, such conversion, except as provided 
in subsection (b), shall be made at the values proclaimed by the Secretary of the 
Treasury as representing the par values, expressed in United States dollars, 
of the several foreign currencies maintained pursuant to the articles of agreement 
of the International Monetary Fund. The Secretary of the Treasury shall pro 
claim such par values as he shall determine do reflect effectively the value of 
that foreign currency in commercial transactions quarterly on the Ist day of 
January, April, July, and October in each year. 

“(b) If no such par value has been proclaimed, or if the value so proclaimed, 
varies by 5 per centum or more from a value measured by the buying rate in the 
New York market at noon on the date as of which conversion of currency is 
required, the conversion shall be made at the buying rate for,” ete. 
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The word “listed” on line 19 and the word “list” on line 20 of page 35 should 
be changed to “proclaimed” and “proclamation,” respectively. 

We also suggest that section 20 (d) of the bill be amended to delete the pro- 
posed provisions for future conversion of currency in accordance with rules to 
be formulated pursuant to an international agreement to which the United 
States is a party. Such a provision might well be considered at some later date 
as a further amendment to section 522 of our tariff if the United States does 
in fact become a party to some such international agreement, and the terms 
and rules governing the conversion of currency under that agreement are known 
to the Congress and others concerned. For the present we recommend : Delete the 
two sentences in section 20 (d) beginning with the word “When” on line 20 of page 
3) and ending with “subsection (¢),° on line S of page 36. 

Conversion of processing tarcs to import tares.—Section 22 of the bill pro- 
vides that certain processing taxes now imposed on the first domestic processing 
of coconut oil and palm-Kernel oil be changed to an import tax on copra, palm 
nuts, and palm-nut kernels. When I testified before the Committee on Ways 
and Means last August, I said that our organization was somewhat doubtful 
that this section was desirable because it would shift the tax burden from the 
domestic processor to the importer, and would involve a determination at some 
future date by the Tariff Commission of the reasonably equivalent import tax 
rate for the present processing taxes. Upon further study of the proposed 
changes, we are convinced that nothing in the direction of customs simplifica- 
tion would be achieved by the proposals in this section of the bill, and we 
recommend that section 22 (pp. 37 to 41, inclusive, and lines 1 to 4 of p. 42) be 
deleted. 

To sum up, our organization advocates the prompt passage of H. R. 5505 at 
this session of the Congress with the following changes : 

1. Section 13 (value): Permit bona fide sales to exclusive selling representa- 
tives who are financially independent of the seller to be used in determining 
“export value” and “United States value.” 

2. Subsection 17 (a): Permit importers to retain the right to amend their 
customs entries, 

3. New subsection 17 (¢): Provide for a time limit of 120 days after date of 
entry for appraisement, and 180 days after date of entry for appeals by the 
collector for reappraisement. 

4. Subsection 17 (d): Eliminate the ancient system of a special duty on so- 
called undervaluation. ; 

>. Designate subsections 17 (c) to (f) as subsections 17 (d) to (g£), 
respectively. 

6. Section 20 (conversion of currency): Authorize quarterly proclamations 
by the Secretary of the Treasury of those par values of the International Mone- 
tary Fund which represent the value of foreign currency in commercial trans 
actions. Reinstate the present 5-percent variation rule with respect to the pro- 
claimed rates. Also eliminate provisions for future conversion of currency 
under rules formulated by international agreement. 

7. Section 22: Delete entire section relating to conversion of processing taxes 
to import taxes. 


The Cuatrman. Mr. Grinberg? 


STATEMENT OF P. IRVING GRINBERG, EXECUTIVE VICE CHAIR- 
MAN, JEWELERS VIGILANCE COMMITTEE, INC. 


Mr. Grinperc. Thank you, sir. 

The Cuarrman. You mav be seated, and identify yourself for the 
record, will you, please, sir? 

Mr. Grinsperc. My name is P. Irving Grinberg. I am executive 
vice chairman of the Jewelers Vigilance Committee, with offices at 
‘> West Forty-fifth Street, New York, N. Y. 

The Jewelers Vigilance Committee is representative of the entire 
jewelry industry, including manufacturers, importers, wholesalers, 
and retailers throughout the country, who produce and deal in all 
types of jewelry and their component parts, watches, silverware, 
et cetera. 
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This petition is being presented on their behalf and is joined spe- 
cifically by the New England Manufacturing Jewelers and Silver- 
smiths’ Association, whose membership is Nation-wide. This is the 
largest group in the country of manufacturing jewelers and silver: 
smiths, and includes both large and small firms. 

My remarks are directed specific ally to paragraph 321. 

The Jewelers Vigilance Committee did not learn of the proposal 
to raise the level from $1 to S10 on duty-free mail shipments until 
January 1952, after H. R. 5505 had been passed by the House. Other 
wise, protests certainly would have been filed with the House Ways 

and Means Committee along the lines now presented to you. At the 
outset it should be stated that our industry is wholeheartedly in — 
of any steps affecting all Government departments which would 1 
sult in true economy, but the memorandum before you will nae 
that “to save at the spigot and waste at the bung” scarcely accom 

plishes that objective. It should also be stated that no request is 
cree made to place barriers on importations, but rather that the 
present competitive position of American importers, manufacturers, 
merchants, and labor on items under $10 be retained. All of the 
results of increasing the level of duty-free shipments up to $10 
should be considered—not only the savings in the administration of 
the customs department; as to whether or not there would be a net 
saving is seriously questioned, 

The jewelry industry earnestly petitions that the limit of $1 on 
duty-free mail shipments be retained and not raised to $10 as pro 
posed. 

Quoting from section 321 of the bill, subheading (2) (c¢): 

The purpose of this section is to avoid expense and inconvenience to the 


Government disproportionate to the amount of revenue that would 


otherwise 
be collected 


What is the net saving / 
Quoting from a letter received from Mr. D. B. Strubinger, Acting 
Commissioner of Customs, dated March 18, 1952 


The last estimate of the cost of processing of a mail 


importation was $1.59 
per mail transaction 


Does this mean all mail imports, regardless of value since none is 
stated? Mr. Strubinger indicates that this estimate was made approx- 
imately 4 vears ago and that the cost today is undoubtedly higher. 

While it may well be expected that on some mail shipments up to 
$10 the amount of duty would be less than the approximate $1.59 cost 
of clearance, from the accompanying advertisements it would certainly 
seem that in many cases duty alone would far exceed this cost. From 
the report on the hearings, customs duties were the only revenues 
considered by the Treasury Department in presenting facts in connec- 
tion with raising the level of mail shipments to $10. 

If the present $1 limit were to be changed, in addition to the loss of 
revenue from customs duties, it 1s suggested that consideration be 
given to the fact that no excise taxes, either at the manufacturers’ or 
retailers’ level, would be collected—a complete loss of revenue to the 
Government from this source. Furthermore, because of duty-free 
shipments, loss of business to American importers, manufacturers and 
merchants would result in } tential lessening of their income taxes. 


YSG00— 2 14 





204 CUSTOMS SIMPLIFICATION ACT 


It might also be appropriate at this time to call your attention to 
the effect on employment in this country. Many lines are presently 
facing unemployment, among them soft goods and costume jewelry. 

Such unemployment would undoubtedly be increased, not only in 
these two lines but in many others if duty-free shipments up to $10 
were permitted. May we respectfully request that all of these effects 
should be considered, in addition to the statements by the Treasury 
Department. 

Your attention is called to the four advertisements you have before 
you. 

The first is a full-page advertisement of Richard Shops, 180 Regent 
Street, London, England, taken from the February 24, 1952, issue of 
the magazine section of the Sunday New York Times. The cost of 
one insertion is $3,370. Please note that this English firm offers 
straight skirts for $7.95, indicated approximate duty $2.50; flared 
skirts for $8.95, indicated duty about $2.75; and matching stole-capes 
for $4.95, indicated approximate duty $2.50. In connection with this 
advertisement, your attention is called to question asked by Congress- 
man John W. Byrnes with reference to the proposal to raise the level 
to $10, at the House Ways and Means Committee hearing, page 122 
of the report. 

Mr. Byrnes. Is that going to lead to mail-order business on items that run 
under $107 

Mr. Philip Nichols, Jr., assistant general counsel of the Treasury 
Department, replied: 

Mr. NrcHOLs. That is a question I am glad you asked. It is one that I have 
given a good deal of thought to and mind searching to. If the maximum ceilins 
of $10 is permitted, we believe that there might be a mail-order business that 
will spring up in some items. There are items that are dutiable at a fairly high 
rate that are produced in Europe that are in demand by our citizens here, suc] 
as woolens, and it might be profitable to set up a business along those lines. 

The above-mentioned advertisement indicates that we are already 
faced with the “woolen situation”; and with a duty to be collected. 
how much greater that would be if it were duty-free ? 

The second advertisement appeared in the magazine section of the 
New York Times, Sunday, March 16, 1952, and again on April 6. 
Cherub (Mail Order), Ltd., 35 Hillside, London, England, offers a 
doll called the Royal Princess for $7 plus as stated “You pay the 
postman around $3.15 duty.” A single insertion cost $3 

The third illustration before you is a copy of one-half of the cover 
page of the Spring 1952 Catalog of Joyce Wells, Ltd., 6a Mount 
Street, London, England, which has just been received by a consumer 
purchaser in New York and undoubtedly sent to many others in this 
country. This catalog contains 12 pages—S14 to 1114 inches—and 
all but seven of the items—six of them clothiig—priced under $10 
each. Below the cover page, you will find copy of order slip accom 
panying the catalog, which depicts two pieces of plated silverware, one 
piece offered for $8.59, indicated duty $2.04, and the other for $5.28, 
indicated duty $1.21. (There are many items of silver both sterling 
and plated, flat and hollow ware, which could be imported for undet 
$10.) Were these pieces to be sold in the United States, 20 percent 
excise tax should be collected in addition to the duty. It may be pre 
sumed that considerable expense was involved in the printing and 
mailing of these catalogs. 
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Referring to Mr. Nichols’ comment quoted above that “it might i 
profitable to set up a business along those lines (foreign mail order 
the Richard Shops advertisement of woolen garments and the Noll 
presentation indicate that items under $10, dutiable at a high rate, are 
presently being offered to the American consumer. From a business 
standpoint, it would seem that foreign concerns spending large sums 
for advertising expect a considerable volume of business, notwith- 
standing the fact that in each instance the duties to be paid are men- 
tioned. Undoubtedly, this type of business would be multiplied many 
times were firms enabled to tse the slogan “Duty free on shipments up 
to $10.” 

The fourth advertisement is presented as an illustration of how 
displays of merchandise priced at less than $10 could be made in the 
United States by foreign firms through traveling salesmen and other 
means, and orders taken for shipment from abroad. From the fol 
lowing it might be expected that American firms could establish 
or take advantage of present foreign offices for shipping purposes 
in order to meet the competition of duty-free items. The advertise- 
ment indicates that it was inserted by Stanley Home Products. Inc., 
of Westfield, Mass., and Stanley Home Products of Canada, Ltd., 
of London, Ontario, and appeared in Life magazine, American edi 
tion, January 28, 1952, issue; cost $28,900 per single insertion, and 
all of the items there illustrated are less than $10. 

Some of the serious effects of the tremendous potential growth 
this type of business must have been recognized in the House when 
ection 321 was being discussed, since the Secretary of the T 


reasury 
was given the following power under the proposed bill : 


If a mail-order business should spring up seriously reducing 
tions on items ordinarily dutiable, auction could be taken under the provisi 


of section 11 to diminish the exemptions or provide exceptions to the 


Ti vel 
rule 


While the Secretary of the Treasury could take appropriate ac- 
tion, much time would undoubtedly elapse—the horses would have ru 
out of the stable long since—and much damage would have been done 
to American importers, manufacturers, merchants, and labor in the 
interim before action could be secured. It certainly would be better 
we think, to prevent this situation instead of seeking relief after the 
door has been opened to an inevitable increase in foreign mail-order 
business. 

In summation, it would seem that if the level is raised to 810, the 
following results may be expected : 

Net loss of revenue instead of saving: 

(a) Duties on many packages up to $10 would far exceed the cost 
of clearance, and it is possible that the average duty on all ship- 
ments up to $10 would also exceed the cost of clearance : 

(+) Besides the loss of excise tax, where applicable, both at manu 
facturers’ and retailers’ level: 

(c) Because of duty-free shipments, loss of business to American 
importers, manufacturers, and merchants would result in potential! 
lessening of their income taxes. 

Kffect on employment : Many lines are presently facing unemploy 
ment problems, particularly soft goods and costume jewelry. These 
would be increased if duty-free items up to $10 were permitted. 
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In view of the above facts, on behalf of the thousands of jewelers 
throughout the country, the plea is earnestly made that the present 
value of duty-free mail shipments be retained at $1. 

Please accept thanks for the time allotted and for your kind 
consideration. 


(The documents referred to are on file with the committee. ) 

The Cuarman. Thank you, sir, very much. 

Mr. GrinperG. Thank you, sir. 

(The following letter supplementing the testimony of Mr. Grin- 
berg was received for the record :) 


JEWELERS VIGILANCE COMMITTEE, INC. 
New York, N. Y., March 25, 1952. 
Hon. WALTER F. GrorGr, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D.C. 

Deak SenatToR: Referring to our letter of January 30, 1952, and statement 
which accompanied same with reference to H. R. 5505, the customs simplification 
bill: 

Based on additional facts which have since been brought to our attention, a 
hew statement has been prepared (copy enclosed), and we now take the position 
that the level of $1 for duty-free mail packages should be maintained for all 
items, not alone those subject to the retail-excise tax. 

We would request that in considering our position in this matter, the enclosed 
be substituted for our former statement. Your kind acknowledgment of Feb 
ruary 1 stated that you would have our letter and statement made a part of the 
printed record of the hearings. We ask that you please substitute the enclosed 
statement for that purpose as well. 

Your earnest consideration is requested and will be appreciated 

With kind regards, 

Sincerely yours, 
P. IRVING GRINBERG, 
Executive Vice Chairman. 


STATEMENT OF THE JEWELERS VIGILANCE COMMITTEE, INC., With REGARD to H. R 
505 (CUSTOMS SIMPLIFICATION BILL) 


H. R. 5505, Known as the customs simplification bill, has been passed by the 
Ilouse of Representatives and is now before the Senate Finance Committee for 
consideration. 

Section 321—Administrative exemptions, heading (b) reads: 

“(b) Subject to such exceptions and under such regulations as the Secretary 
of the Treasury shall prescribe, articles (not including alcoholic beverages, manu 
factured tobacco, snuff, cigars, or cigarettes) shall be admitted free of duty 
and of any tax imposed on or by reason of importation in the following cases :” 

Subheading (1) applies to baggage accompanying an individual 

Subheading (2) reads as follows: 

“(2) When the articles are imported otherwise than on the person or in the 
accolInpanying baggage of an individual arriving in the United States and the 
aggregate value of all articles in the shipment is not over $10 if the articles are 
intended for the personal or household use of the consignee and not for sale, or $5 
in any other case. The privilege of this subdivision shall not be granted to 
any co. d. shipment or in any case in which merchandise covered by a single 
order or contract is forwarded in separate lots to secure the benefit of this 
subdivision.” 

“(c) The purpose of this section is to avoid expense and inconvenience to the 
Government disproportionate to the amount of revenue that would otherwise be 
collected. Therefore, the Secretary of the Treasury is authorized by regulations 
to diminish any dollar amount specified heretofore in this section and to pre 
scribe exceptions to any exemption provided for in this section whenever he 
finds that such diminutions or exceptions are consistent with the purpose above 
stated, or are for any reason necessary to protect the revenue or to prevent 
unlawful importations,” 

House Report No. 1089 accompanying H. R. 5505 contains the following state- 
ment in connection with section 321: 
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‘* * * it is the desire of the committee that the Secretary of the Treasury 


shall exercise his authority under this seetion such a manner that the section 
will not be subjected to abuses by mail-order businesses engaging in the direct 
shipment of dutiable articles to purchasers in the United States.” 

Notwithstanding the fact that the Secretary of the Treasury would have 
the authority to reduce abuses which might occur should such mail-order business 
get out of hand, it certainky would be better to forestall the necessity of relief 
for American manufacturers and merchants by not opening the door to an in 
evitable large increase in foreign mail-order business. 

Letter received from the Bureau of Customs dated March 18, 1952, indicates 
that the last estimate of the cost of processing of a mail importation made about 
4 years ago was approximately $1.59 per mail transaction and would be some 
what higher today. 

The following facts are called to your attention relative to the claim of the 
Bureau of Customs that the cost of clearance of these small packages is more 
than all duties and revenue obtained (quoting from the above-mentioned letter ) 

“With respect to the items of the kind mentioned in your communication, 
alcoholic perfumes are dutiable at the rate of 20 cents per pound and 18% per 
cent ad valorem under paragraph 61, Tariff Act of 19380, as modified. Handbags 
wholly or in chief value of leather (except reptile leather) are dutiable at the 
rate of 20 percent ad valorem under paragraph 1531, Tariff Act of 1980, as modi 
fied. Other leather goods subject to retail excise tax are dutiable at rates rang 
ing from 12% te 25 percent ad valorem depending upon their nature.” 

It would seem that the duties would exceed the $1.59, or somewhat higher 
cost of per package handling; incidentally, no mention is made of the loss of 
revenue to the Government on foreign mail shipments from the collection of 
the 20-percent excise tax on these items if sold in the United States. 

There are unlimited potentialities. A number of mail-order catalogs have 
recently been received in this country from abroad. Attention is specifically 
called to two very recent advertisements taken from the New York Times maga 
zine section : 

Attached hereto is a full-page advertisement (which cost $2,557.50 for one 
insertion) of Richard Shops, 190 Regent Street, London, England, taken from 
the February 24, 1952, issue. You will note that they offer straight skirts fo 
$7.95, flared skirts for $8.95, and matching stole capes for $4.95, and indicate 
that customs duty of about $2.50 for the straight skirt, $2.75 for the flared skirt 
and $2.50 for the stole cape is to be collected by the postman 

In the March 16, 1952, issue, Cherub (Mail Order) Ltd... 35 Hillside, London 
England, offers a doit called the Royal Princess for ST plus “You pay postman 
around $3.15 duty.” Just to quote one item froth catalog of Joyce Wells, Ltd., 
6a Mount Street, London, England, there is included among many other items 
under $10 9 chased flower bow] described us a Georgian period repro luction of 
old Sheffield plate for $8.59 “pay United States duty, $2.04." 

Here are vivid illustrations of items where the duty alone far exceeds the 
cost of handling, and are rather contrary to the statement taken from the above 
mentioned letter of March 18: 

“From the foregoing, it would appear that the collection of customs duties on 
shipments of these articles valued at not more than S10 per shipment would 
seldom result in the collection of a revenue greater than the cost of 
the revenue.” 

When a firm spends $2,337.50 for a single advertisement, it must expect quite 
a volume of business 

The fact that foreign houses find it profitable to advertise their mail-orde 
business stating duties to be paid, would indicate a tremendous increase in 
this type of business, which could be expected if the level were raised from $1 
to $10 on duty-free mail shipments. Visualize the effect on the buying public 
if the present statement “Duty to be collected by postman 5 “ were to be 
replaced by the words “Duty-free.” 

Referring to further statement in the March 18 letter of the Bureau of 
Customs: 


collecting 


“However, if a mail-order business should spring up seriously reducing reve 
nue collections on items ordinarily dutiable, action could be taken under the 
provisions of section 11 to diminish the exemptions or provide exceptions to the 
general rule.” 

In discussing this matter with officials of the Treasury Department it was 
agreed that while the Secretary of the Treasury could take such action, much 
time would undoubtedly elapse (the horses would have run out of the stable 
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long since) and much damage could be done to American labor, manufacturers, 
and merchants in the interim before action could be secured. 

in summation, it would seem that if the level is raised to $10 the following 
results may undoubtedly be expected : 

Loss of revenue: 

(a) Duties to be collected would in most instances far exceed cost of clearance 
by customs; 

(4) Loss of excise tax, where applicable. both at retail and manufacturers’ 
level: 

(c) Because of duty-free shipments, loss of business to American manufac 
turers and merchants would result in potential lessening of their income taxes 
to be paid. 

Effect on employment: Many lines are presently facing unemployment prob 
lems, particularly soft goods and costume jewelry. ‘These would be increased 
if duty-free items up to 310 were permitted 

In view of the above facts, on behalf of the thousands of jewelers throughout 
the country we earnestly plead that the present value of duty-free niail ship 
ments be maintained at $1. In making this plea, we respectfully call your atten 
tion to the fact that to raise the level to $10 would create unfair competition 
to labor and to manufacturers and merchants throughout the country who deal 
in items up to $10. Furthermore, Congress has been asked to close tax loop 
holes; raising the level to $10 would result in loss of revenue to the Government 
instead of a saving in customs’ cost of operation, since the amount of duty, plus 
excise taxes at the manufacturers’ or retailers’ level where applicable, and 
in addition the amount of income tax which would be paid by American manu- 
facturers and merchants would fur exceed the cost to the Treasury of clearance 
of these mail packages. 


JEWELERS VIGILANCE COMMITTEE, INC., 
Vew York, N. Y., March 21, 1952. 
(‘OM MISSIONER OF CUSTOMS, 
Treasury Department, Washington, D. C. 
(Attention of Mr. D. B. Strubinger, Acting Commissioner of Customs.) 

Str: Thanks for your letter of March 18, in which reference is made to our 
letter of February 11 in connection with our position relative to the proposed 
amendment to section 321 of the Tariff Act of 1930, which would authorize the 
Secretary of the Treasury to “permit importation by mail free of duty and 
internal-revenue tax of articles (not including alcoholic beverages, manufactured 
tobacco, snuffs, cigars, or cigarettes) when the aggregate value of all the articles 
in a shipment is not over $10, if the articles are intended for the personal or 
household use of the consignee and not for sale, or $5 in any other case.” From 
additional information received since our letter of February 11, we believe even 
inore firmly that the level of duty-free mail packages should be kept at $1. 

Your statement that “the last estimate of the cost of processing of a mail 
importation was $1.59 per mail transaction” and that it “is undoubtedly higher 
now” is duly noted; also your comments on the duties applicable to alcoholic 
perfumes and handbags: 

“With respect to the items of the kind mentioned in your communication, 
alcoholic perfumes are dutiable at the rate of 20 cents per pound and 18% per- 
cent ad valorem under paragraph 61, Tariff Act of 1930, as modified. Handbags 
wholly or in chief value of leather (except reptile leather) are dutiable at the 
rate of 20 percent ad valorem under paragraph 1531, Tariff Act of 1930, as 
modified. Other leather goods subject to retail excise tax are dutiable at rates 
ranging from 12% to 25 percent ad valorem depending upon their nature.” 

It would seem that the duties would exceed the $1.59 cost of per package 
handling, and incidentally you make no mention of loss of the revenue which 
would accrue from collection of the 20-percent excise tax on these items if sold 
in the United States. 

There are unlimited potentialities ; and mail-order catalogs have recently been 
received in this country from abroad. We would specifically call your atten- 
tion to two very recent advertisements taken from the New York Times magazine 
section. 

Enclosed herewith is a full-page advertisement (which costs $2,337.50 for one 
insertion) of Richard Shops, 180 Regent Street, London, England, taken from 
the February 24, 1952 issue. You will note that they offer straight skirts for 
$7.95, flared skirts for $8.95, and matching stole capes for $4.95, and indicate 
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that customs duty of about $2.50 for the straight skirt, $2.75 for the tared skirt, 
and $2.50 for the stole cape is to be collected by the postman 

In the March 16, 1952, issue, Cherub (mail order), Ltd., 35 Hillside, London, 
England, offers a doll called the Royal Princess for $7 plus. “You pay postman 
around $3.15 duty.” 

Here are vivid illustrations of items where the duty alone far exceeds the cost 
of handling ($1.59) and are rather contrary to your stutement 

“From the foregoing, it would appear that the collection of Customs duties on 
shipments of these articles valued at not more than $10 per shipment would 
seldom result in the collection of a revenue greater than the cost of collecting 
the revenue.” 

When a firm spends $2,337.50 for a single advertisement, it must 
a volume of business. 

Referrring to your further statement : 

“However, if a mail-order business should spring up seriously re ig 
collections on items ordinarily dutiable, action could be taken under the 
visions of section 11 to diminish the exemptions or provide exceptions te 
general rule” 

t was my privilege to spend some time recently in the office of Mr. Charles 
McNeill, Assistant General Counsel of the Treasury when among other thing: 
we discussed the above. It was agreed that while the Secretary of Treasur 
could take such action, much time would undoubtedly elapse (the horses would 
have run out of the stable long since) and much damage could be done in the 
interim before action could be secured. 

In summation as we see it—-if the level is raised to $10, the following results 
ay be expected: 

Loss of revenue: In most cases the cost of clearance would be exceeded by 
(a) the duties to be collected; (0) loss of excise tax, where applicable, both at 
retail and manufacturers’ level; and (c) because of duty-free shipments, loss of 
business to American manufacturers and merchants resulting in potential lessen 
ing of income taxes to be paid. 

Effect on employment: Many lines are presently facing unemployment prob 
lems, particularly soft goods. These would be increased if duty-free items up to 
*10 were permitted. 

I am frequently in Washington and shall take the liberty of telephoning to 
your office in the hope that I may call upon you. 

Very truly yours, 
, Erecutive Vice Chairman. 

P. S.—The fact that foreign houses find it profitable to advertise their mail 
order business stating duties to be paid, would indicate a tremendous increase 
in this type of business, which could be expected if the level were raised from 
$1 to $10 on duty-free mail shipments. Visualize the effect on the buying public 
if the present statement “Duty to be collected by postman § * were to be 
replaced by the words “Duty free.” 

The CuHarrman. The next witness is Mr. Wellman. All right. Mr. 
Wellman. 


STATEMENT OF ARTHUR 0. WELLMAN, PRESIDENT, 
NICHOLS & CO., INC. 


Mr. WetuMan. Good morning, Senator. 

The Cuarrman. Good morning. You may identify yourself, Mr. 
Wellman, for the record. 

Mr. Wetiman. My name is Arthur O. Wellman, Senator; I am 
president of Nichols & Co., Inc., of Boston, Mass., worsted-top manu 
facturers, and I am a director of the National Association of Wool 
Manufacturers. 

Wool tops are a recognized commercial item. Fully two-thirds 
of all the apparel wool consumed in the United States is manufactured 
into top before it is spun into yarn for use in weaving or knitting. 

Topmakers buy wool all over the world, wherever it is sold at the 
lowest price, and they bring that wool to a combing plant where it 
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is sorted to grade, scoured, carded, and combed into balls of top weigh 
ing about 10 pounds, ready for processing into yarn. In the fore 
going operations, defective and short-wool fibers are removed so that 
the spinner has an organized and highly uniform strand of wool fibers 
with which to work. 

During recent past years the Treasury Department has announced 
frequently that wool imports were the largest single source of customs 
revenue, and for many of those years Nichols & Co., Inc., in the ca 
pacity of wool importers, has paid more duty than any other concern. 
For example, for the 12-month period ending August 31, 1951, we 
paid the United States Government over $6,000,000 in customs duty. 

The topmakers in this country are deeply disturbed by the circum 
vention of congressional intent, as represented in the Tariff Act of 
1930. This has become apparent in the growing importation of wool 
top from fore ‘ign countries, particularly the Arge sntine and Uruguay. 
These countries maintain multiple rates of exch: ange favoring the 
export of this processed wool to this country. For example, in the 
Argentine the rate of exchange for wool exports is 5 pesos to the 
American dollar. On processed wools the rate of exchange is 71, 
pesos to the dollar. Thus there is a bounty on the export of the top 
equal to 50 percent of the value of the raw wool from which the top 
is made, 

Evidence of the effect of these subsidies is shown in table 1 attached 
to this statement which may be summarized by saying that from zero 
in 1947 Argentine top e ntered here for consumption soared to 3.791, 
O00 pounds in 1951. Likewise, top entering from Uruguay mush 
roomed from zero in 1947 to 3,773,000 in 1951. In total, the inroad 
amounts to 7,564,000 pounds in the short span of 5 years, or 4 years of 
actual imports. 

This committee has been told by Frank A. Southard, Jr.. special 
assistant to Secretary John Snyder that— 

Movement of wool tops into this country in the past few months has stopped 

completely or been exceedingly small. 
Perhaps Mr. Southard has been too occupied on other important mat 
ters to realize that textile activity in this country for some time has 
been badly depressed; that Congress and various Government agen 
cies are being urged to take unusual measures to stem this recession 
in activity and increase in unemployment—especially in textiles. But 
as to this matter of tops imports on which Mr. Southard spoke, let us 
look at the record. 

Official figures on arrivals of wool tops in this country (table IT) 
show that in only 3 of the last 6 months of tied) have tops imports 
fallen below 1 million pounds a month. In January 1952, the latest 
month  ublished. they were back up over that million mark. The 
great bulk is from Argentina and Uruguay, with the latter showing 
the greatest strength from April of last year onward. 

This fact takes on added importance when we examine the official 
registration of bales sold to export from Montevideo. Ave the first 


6 months of the current season, from October i, 1951, to March 29. 


1952, 13.296 bales of tops had been registered for export a » the United 
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States. As a bale of tops weighs about 550 pounds this means that 
registrations are at the rate of over 1,000,000 pounds a month from 
Uruguay alone. This is greater than the 1951 rate of imports of 
Uruguayan tops for consumption. There are many wool-text ile opel 
ators in this country without jobs who would welcome this work and 
be better American consumers for it. 

It may be asked, why do we buy these foreign tops if their im 
port: ition has undesired effects on textile operations here In answet 
to that I submit the case that Senator O'Mahoney has re por ted to you 
and Government agencies concerned. Fifty thousand por inds of wool 
were offered at a clean-basis price of $1.42 a pound or the buyer could 
pure hase an equal weight of wool tops at $1.41 per pound. The cost 
of converting wool tops was then about 45 cents a pound. Gentleme: 
if you were operating in a highly competitive market which would 
you buy ¢ 

I have shown vou the impressive extent to which our markets ar 
being invaded by foreign products subsidized in their export “ mul 
tiple- exchange rates. I have given you an illustration of the distor 
tion of values resulting from such bounties. These place it beyond 
the power of one opel rating ma competitive sania to ignore. In 
closing, Ll would like to show how you, the C ongress, Cah reassert its 
original intent and proper authority in this matter. 

The bill before you, H. R. 5505, in section 2 (¢) contains two pro- 
posed. amendments to section 303 of the Tariff Act of 1930. We re 
spectfully urge that you accept the first amendment—page 2. lines 
11 through * ‘imposed on the merchandise.” on page 3. line 2—and 
reject the second commencing on line 2 of page 3 with the words 
*Such countervailing duty shall” through line 15 of that page. 

The effect of this action would be to make unequivocally clear con 
gressional intent respecting the use of countervailing duties to offset 
bounties or grants directly or indirectly bestowed by foreign inter- 
ests upon their exports which are subject to duty as United States 
imports. There is strong indication that this relatively simple 
scheme of multiple exchange rates, in the light of the Treasury De- 
partment’s reluctance to act, is preving a contagious method of ci 
cumventing, if not negating, our tariff. This action would also elim 
inate the insertion of “the policy of “locking the barn after the horse 
is stolen.” If it takes Treasury years to find a “bounty” in multiple 
rates of exchange, how dangerously long will it require to determine 
that an American industry is “injured” or “retarded” ¢ 

Finally, if the above suggestion does not win your approval, 
urge you strike out section 2 (c) of H. R. 5505 in its entirety. 

That part of section 2 (¢) which would be deleted reads as follows: 

Such countervailing duty shall be imposed only if the Secretary of the Treas 
ury shall determine, after such investigation as he deems necessary, that an 
industry in the United States is being or is likely to be injured, or is prevented 
wv retarded from being established, by reason of the importation into the United 
States of articles or merchandise of the class or kind in respect of which the 
bounty or grant is paid or bestowed. The exemption of any exported article 
or merchandise from a duty or tax imposed on like articles or merchandise when 
destined for consumption in the country of origin or exportation, or the refund 
ing of such a duty or tax, shall not be deemed to constitute a payment or bestowa! 
of a bounty or grant within the meaning of this section. 
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(The tables referred to are as follows :) 


TABLE I.—Jmports into United States for consumption of wool and hair tops fron 
Argentina, Uruguay, and all countries 


[In thousands of pounds] 


Other 


Argentina | Uruguay Both countries | Total 


None | N None 4 | S64 
137 | 7 164 | 3, 3, 034 
206 : 436 , 758 2,19 
, 590 | , 076 2, 666 , 539 | 4, 205 

3, 791 3, 7, 564 2, 837 | 20, 401 


TaB_e II.—General imports into United States of wool and hair tops 


{In thousands of pounds] 


From 
Period AEE pe Total 
Argentina Other 
and Uruguay; countries 


1951—July 897 279 
August 862 250 
September. i 633 131 
October 596 488 
November : 460 106 
December -. . - 435 | 198 | 

1952—January -_-_-.. : 819 | 194 | 


Source: Boston Wool Trade Association, special Bureau of Census tabulations. 


Mr. Wetiman. Mr. Chairman, you probably wonder why I am 
appearing here today, since I have probably been the largest buyer 
of these tops in South America. I have made some money on them, 
but I think the currency manipulation should be eliminated because 
it is throwing our employees out of work. 

These tops are coming in in such a big way that it has depressed 
the textile business terribly. I think it is more to blame for the de 
pression in the textile business than anything today, and should be 
stopped if there is any possible way of doing so. 

The Crarrman. Thank you very much, sir. 

Senator Burier. Mr. Wellman, evidently you read the testimony 
that was given by a representative of the Treasury Department the 
other day? 

Mr. Wetiman. Yes, sir. 

Senator Butter. I questioned him about how long it was going to 
take them to establish a countervailing duty. 

Mr. Wetitman. Yes, sir. ye are very much upset about it. Cer 
tainly, for your information, I do not believe this has been brought 
out anywhere, but Uruguay can make 50,000,000 pounds of tops a 
year, and Argentina ean mr another 50,000,000. The total of these 
two is half the amount that is made in this country. In other words, 
they could throw half of our employees out of the combing business 
in the textile industry in America if this is not stopped. 

Senator Butter. Thank you. 

The Cuarrman. Thank you very much, Mr. Wellman. 

Mr. Wetitman. Thank you, sir. 

The Cuatrman. Mr. Altschuler. You may be seated and identify 
yourself for the record. 
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STATEMENT OF BENJAMIN M. ALTSCHULER, COUNSEL, CUSTOMS 
BROKERS AND FORWARDERS ASSOCIATION OF AMERICA, INC. 


Mr. ALTscuuLER. My name is Benjamin M. Altschuler. I am here 
as counsel for the Customs Brokers and Forwarders Association of 
America, Inc., whose address is 8 Bridge Street, New York. 

I have alre: ady delivered to the clerk a written statement which I 
would like to have entered into the record. 

The Cuarrman. It will be entered in full, yes; it will be entered 
into the record. 

Mr. Aurscuuter. And I should like, in addition thereto, to make 
some brief comments. 

The CnatrMan. Yes, sir; we will be glad to hear you. 

Mr. Aurscuuter. The Customs Brokers and Forwarders Associa- 
tion of America has a membership of over 400. 

They are located in all of the principal ports of the United States. 
A customshouse broker is the first person outside of the Government 
who deals with merchandise when it arrives in the United States, 
and as foreign freight forwarders they are the last people outside of 
the Government representatives who deal with merchandise exported. 

They are, therefore, very much concerned with any legislation or 
procedure that touches upon the import or export of merchandise. 

As an association they endorse many of the provisions of this bill. 
The purpose of the bill, a stated by the Treasury Department, is to 
simplify the operation, to reduce expenses, and to reduce the delay 
incidental to administration, and to eliminate inequities which would 
udd to the difficulties of enforcement. 

Customshouse brokers favor these principles, but although the asso- 
ciation favors many of the provisions, it finds that there are some 
which need modification or amendment. 

First of all, I would like to speak of section 13 of the bill, which 
deals with value. 

Now, the bill proposes the elimination of foreign value as a basis 
for determining value. Our association favors that, but we do be- 
lieve that this section is faulty in that it does not set a definite time 
limitation for the appraiser to appraise his merchandise. 

Under existing law and under this proposed amendment, the ap- 
praiser of the United States can take as long as he likes, and when 
I say as long as he likes, as much as a dozen years if he cares to, to 
appraise an importer’s merchandise, and it happens in many cases 
that an importer has distributed his merchandise and it has been 
consumed long before the appraiser determines what the value is. 

Now, we say that particularly with the elimination of foreign value 
1s proposed in this bill, the appraiser of the United States Customs 
Service ought to be able within some time limitation, be it 4 months 
or 5 months or 6 months, or whatever you gentlemen feel is right, 
he should have some limitation on the time during which he should 
appraise. 

Senator Butrier. That appeared to be the aes explanation that the 
‘Treasury representative had the other day in reply to my questions 
about their not establishing a caditersaiftee duty, because they had 
iot been able to establish a value. 

Mr. Avrscuuter. Well, we think that there comes a time when he 
has to “fish or cut bait.” We do not think he can do any more in 
6 years than he can do in 6 months. 
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The second proposal that we think is necessary in connection with 
this section 13 is that the appraiser should be obliged fo state in his 
appraisement what is the basis of his value, that is, whether it is 
export value or United States value or comparative value: that the 
importer should not have to guess at what the appraiser did as his 
basis of value. 

After all, this is a fair dealing, and there is no reason why the 

appraiser should not say to the importer, “I have appraised yom 
merchandise on the basis of export v: alue,” or “I have appraised your 
merchandise on the basis of United States value.” There ought to be 
no secret about it. 

Now, the second problem which I would like to take up is the one 
under section 17 of the proposed bill. Under that proposal the Treas 
ury Department would do away wth the present right of an importe: 
to amend his entry, but would retain duties for undervaluation albeit 

1a different sense than it retains it now. 

We feel that it is not fair to an importer to say, “Once you have 
filed your entry, which must be done within 48 Noun Star importation, 
you may never come in and file an amended document, even though 
vou have information showing that the information which you first 
gave to the Government was not correct.” 

Whether the new information is favorable to the Government or to 
the importer makes no difference. He should be permitted to put in a 
document filed with the Government his amended figures. 

It is true that under the proposal he could come and tell the Gov- 
ernment about it, but he wishes to put himself on record so there can 
be no mistake about it. 

In the same section the Government proposes to retain the duties 
for undervaluation although they are not referred to in the Tariff Act 
as penalty duties—they are—and there is no ceiling on them. 

Now, we believe it is entirely unnecessary to have these penal duties, 
and I should like to refer you to the statement of Assistant Secretary 
Graham on page 7, in which he states: 

Of course, if there is actual fraud, other provisions of the customs laws can 
be invoked 
and that is our position. 

If the man has been honest, then there is no reason for imposing 
penalties, penal duties. If he has been dishonest, there are other ad- 
ministrative and criminal provisions under which he may be punished 
and we, therefore, think that these penalty duties under section 489 
should be eliminated entirely. 

Now, the third proposal we wish to make is in connection with section 
15 of the proposed bill which deals with certified consular invoices and 
informal entries , and T would like to emphasize there, both from ex- 
perience as a former Government officer in the Treasury Department 
and from apaeiaa? e representing importers in the customs service 
and this Brokers Association, that it would be faulty to raise the ceil 
ing from $100 to $250 under which importers may enter their goods 
in an informal basis. 

With modern methods of transportation, with airplanes bringing 
cargo daily, a man could do quite a business in having shipments up 
to $250 arrive and have them entered informally without any consular 
invoice. An informal entry is one where the inspector does the whole 
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job at the pier or at the airport, and it does not have the same safe- 
guards as a formal entry. 

We think it is manifestly unfair that importers of larger shipments 
should go through the formal entry, and importers who bring in many 
shipments of less than $250 do it in'an informal w ay. 

I have a letter here from one of our members on one of the borders in 
which he writes: 

A large client of ours frequently ships small samples of one of his products 
The material has been given three different classifications on Forms 5119. 

That is the informal entry. 

Though customs laboratory analysis of jarge importations entered formerly 
has established as proper a fourth and different classification, the inspectors 
making these informals continue to use the several others despite our protest. 
The shipper cannot understand how the same product can carry duty at 64 
percent up to 25 percent, and that his own truck driver seems to be able to get 
lower rates makes him wonder if we are treating him carelessly 

That is the Canadian border or Mexican border situation, where a 
truckman brings along at the present time a shipment under $100 in 
value and enters it informally and he gets a different rate of duty and 
a different value than someone who makes a formal entry. Now we 

say increasing that to $250 will only multiply the mischief. 

There are just a couple of more things which I wish to speak about, 
and one of those is we understand the Customs Bar Association has 
proposed in its statement that a provision be written into this law 
compelling the deposit of duties where there is an appeal to the ap- 
praisement made by the appraiser. 

Now, we feel, as a brokers association, that it is very salutary to have 
all duties deposited as soon as it is determined that they are or may be 
due. We think this is consonant with the pay-as-you-go-along plan in 
income taxes, and we think that it is always helpful for an importer 
to have paid his duties before he sells his merchandise so that he knows 

1 pricing his merchandise pretty well what it is going to cost him 
Be therefore, we favor the deposit of duties with the Government as 
soon as the Government has estimated or calculated that there are any 
more duties due. 

One other matter which I would wish to mention, and that is in con- 
nection with section 10 ef the proposed bill, amending some of the 
draw-back provisions. There are limitations of 1 year and 3 years, 
respectively, in those provisions, and we ask that those limitations be 
increased to 3 years and 5 years, respectively, giving the importer a 
longer time wtihin which to process his goods and export them. 

Thank you very much, gentlemen. 

Senator Jounson (presiding). We thank you, sir. 

Any questions ¢ 

(The prepared statement of Benjamin M. Altschuler is as follows:) 
STATEMENT OF BENJAMIN M, ALTSCHULER AS COUNSEL FOR THE CUSTOMS BROKERS 


AND FORWARDERS ASSOCIATION OF AMERICA, INC., ON THE CUSTOMS SIMPLIFICA- 
rion Act or 1951 (HL. R. 5505) 


My name is Benjamin M. Altschuler. I am a member of the firm of Alt- 
schuler & Morrison, attorneys, 39 Broadway, New York 6, N. Y., and | am counsel 
to the Customs Brokers and Forwarders Association of America, Inc., of 8-10 
Bridge Street, New York 4, N. Y. I am making this statement as their repre- 
sentative. 

This association, on whose behalf I am making this statement, was organized 
over half a century ago and now consists of more than 400 members, all of whom 
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are either license:| customhouse brokers or experienced foreign freight for- 
warders. Its members are located in most of the principal ports of the Nation. 
This association is deeply concerned with legislation atfecting the foreign trade 
of this country. The members of this assoc.ation are agents of importers and 
exporters of commodities to and from all parts of the world. As customs brokers, 
they are the first ones to act on behalf of the importers in connection with the 
merchandise arriving from abroad. Foreign trade is the lifeblood of the mem 
bers of this association, and anything affecting foreign trade is of prime interest 
to them’? 

The Supreme Court of the United States has stated that “the business of a 
customhouse broker is related to the process of foreign commerce,” and “the 
customhouse broker, in clearing shipments, aids in the collection of customs 
duties and facilitates the free flow of commerce betwee na foreign country and 
the United States.” 

The purpose of the bill, as stated by the Treasury Department in its analysis, 
is to amend the Tariff Act of 1930, as amended, in order to simplify its opera- 
tion, to reduce expenses and delay incidental to its administration, and to elim 
inate inequities which add to the difficulties of enforcement. With all of these 
good principles and purposes, we are in accord. It is the customhouse broker 
who, day after day, has to carry the load of finding his way through burdensony 
tariff laws and regulations. Anything which lightens that burden will be 
helpful. While we are in favor of many of the proposed provisions of this bill 
and urge their enactment into law, we must definitely suggest that some of 
the proposals will invite great difficulties and problems and will result in more 
headaches for the customhouse broker and the importers. We also believe that 
in some of the provisions, further simplification and reform is needed. 

Section 10 of the proposed bill deals with certain amendments to seetion 313 
of the Tariff Act of 1930 as amended. With these proposals we are wholly 
in accord. 

We propose, in addition thereto, that section 318 (b) be amended by substituting 
the phrase “within a period not to exceed 3 years” for the phrase “within a 
period not to exceed 1 year.” 

We also propose that section 313 (h) be amended by substituting the phrase 
“within 5 years” for the phrase “within 3 years.” 

Section 13 of the proposed bill: We feel that the proposal to eliminate “foreigi 
value” as a basis for determining value is entirely a matter for congressiona! 
policy, but we do believe that in two following respects the proposal is defective 

(1) The appraiser should definitely state in his final appraisement what was 
his bitsis of value, i. e., “export value,” “United States value,” ete. 

(2) There should be a definite time limitation within which the appraise: 
should complete his appraisement. The failure to bave such a time limitation 
makes it virtually impossible for an importer to calculate his costs in many cases 
until long after the merchandise has been sold and consumed. 

Section 15 of the proposed bill: We are vigorously opposed to the proposed 
changes in this section because they will permit certain importers of certai 
commodities to carry on their business with customs in an informal manner, 
while their competitors go through formal procedure. We have no objection 
to lessening the formality on noncommercial shipments, but we definitely op 
pose lessening the formality on commercial shipments regardless of value. Wit] 
modern menns and speed of transportation an importer could do quite a larg: 
import business with individual shipments in value not greater than $250. It 
no consular invoice is required, and no formal examination and appraisal by the 
appraiser, that importer’s duty payments would depend upon a single inspecto 
and his individual shipments might well be different in appraised value and 
even in Classification from those entered formally by his competitors. Like 
wise, at the borders of the United States, where truckmen who are not common 
carriers are permitted to make entry of goods belonging to other persons, under 
existing customs regulations, there is an opportunity for considerable abus« 
of the customs process which will only be amplified by increasing the ceiling 
on informal entries from $100 to $250. 

Section 17 of the proposed bill: This proposed section eliminates amendment 
of entries and deals with duties on undervaluation. The proposal which would 
abolish the right of amendment of an entry under any circumstances once an 


entry has been made is too harsh and is entirely unnecessary. There are 


situations where, from the point of view of the Government, of the customhouse 
brokers, and of the importer it would be salutary to permit amendment of 
entries. Without the right to amend the entry, the additional duties provided 
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forin this section may well be imposed on an innocent person who, if permitted 
to amend his entry, could have avoided these additional duties and yet paid 
to the Government what was lawfully due. 

We believe that the concept of additional duties is wrong and it should be 
discarded entirely. If there is an honest dispute between an importer and. the 
Government, the dispute should be resolved in the proper forum without any 
penalty. If an importer is fraudulent or deceptive, there are other provisions 
n the law which amply punish him, either through criminal prosecution or 
ciyil penalties against him personally or against the goods imported 

We believe the above-mentioned observations are of great interest to the 
entire importing community and it is for this reason that we respectfully present 
them to the attention of this committee. 

Senator Jonnson. Mr. Max Berkowitz, National Authority for the 
Ladies’ Handbag Industry. You may proceed in your own way. 


STATEMENT OF MAX BERKOWITZ, CODIRECTOR, NATIONAL 
AUTHORITY FOR THE LADIES’ HANDBAG INDUSTRY 


Mr. Berkowitz. Mr. Chairman and gentlemen, my name is Max 
Berkowitz. Iam a director for the National Author ity for the Ladies’ 
Handbag Industry, a national trade association of handbag manu 
facturers. There are 250 handbag manufacturers in our orgnization 
and they produce approximately 70 percent of the total production of 
handbags in the United States. 

We have appeared before this committee on several occasions in the 
past, and have always received the most considerate and courteous 
attention for which I wish to sincerely thank you. 

The two major problems confronting the handbag industry today, 
and for the past few years, are the 20-percent excise tax on handbags 
and the importation of handbags from foreign countries. ‘These two 
problems have been the subject of many industry- wide meetings, for- 
alle of committees, and considerable other activ ity to combat and 
eliminate the havoc, unemployment, and insolvency that has been 
wrought by these two problems. 

We have appeared before congressional committees before, on each 
of these sub jects, se parate lv, and have shown by conclusive facts and 
figures that each in its own way has contributed to creating a depres 
sion in the handbag industry. Together, the excise tax and the im 
ports, combine to make an insurmountable obstacle to operating a 
profitable business. The handbag industry has shrunk from 800 firms 
doing a wholesale volume of $200,000,000 in 1946 to 500 firms doing 
$135,000,000 in 1951. 

The firm that shows a profit in the handbag industry is a rarity. 
This deplorable condition, which is a sad commentary on the American 
business scene, is directly attributable to the inequitab le, unsound, and 
discriminatory features of the 20-percent excise tax and the reduction 
of the rate of duty. 

This committee is fully familiar with both of these matters, and 1 
feel certain, were it not for the far more important considerations of 
international weir and national safety and stability, each of these 
oblems would have received favorable consideration from. this 
conunittee before. 

The excise tax and the importation of handbags each have been an 
enigma to the industry, as T have said. Now, along comes the customs 
simplification bill, section 321, and in one, neat little package, all tied 
up with a pink ribbon—we have all the most undesirable features of 





218 CUSTOMS SIMPLIFICATION ACT 


the excise tax and the importation problems, coming into being, with 
xreater force and impact, than we thought possible. Section 321 com 
pounds the felony of the tax and the imports. 

Raising the exemption level from $1 to | 10 on duty-free ship 
ments, as provided for in section 321, falls particularly hard on the 
handbag industry. 

Handbags have always been bought as gift items. Statistics on 
the sale of handbags by retailers show the |; argest percentage of hand- 
bags are sold for Christmas, Easter, and Mother's Day. The excise 
tax has greatly reduced the sale of handbags for gift purposes. Women 
prefer to put the amount equal to the excise tax they would have to 
pay on a handbag into some other apparel accessory that is not taxed. 

Incidentally, the handbag is the only item of women’s apparel, 
with the exception of fur coats, that is subject to the 20-percent excise 
tax. Raising the exemption to $10 will place the domestically pro 
duced hi andbag at a decided disadvantage as compared with the for 
eign-made handbag sold through mail order, at gift seasons. The 
foreign handbag, not being subject to excise tax and duty, would be 
so much cheaper than a comparable American handbag that the little 
business we do around Christmas, Easter, and Mother's Day would 
also be lost. If it weren't for these three selling periods there wouldn't 
be a handbag industry at all. There are enough obstacles and hard- 
ships facing the industry now, please let’s not add another one— 
disastrous one. 

We don't know what the quantities and what the dollar value is 
of the handbags that are imported free of duty as passengers’ bag 
gage. We be lieve that it is very considerable and represents a very 
serious inroad to the American handbag industry. Although our 
product is at a disadvantage, as compared to other commodities, be- 
cause of the excise-tax burden, we have felt there is little that could 
be done in this regard. Travelers abroad, and to South America, 
will always buy souvenirs and other commodities competitively priced 
and bring them into the country duty-free within the limitations 
provided. 

However, raising the exemption from $1 to $10 on articles imported 
otherwise than on the person or in the accompanying baggage of 
an individual arriving in the United States will be an open invitation 
to circumvent the present $500 limitation on articles brought in on 
the person. When the limitation is $1, a woman could not consider 
the purchase of a handbag and mail it into the country. Raising 
it to $10 makes it practical, feasible, and worth while, particularly 
as to handbags, since a recent analysis of the average value of im 
ported leather handbags shows that the average value of handbags 
from Guatemala for the y var 1951 was $3.33; from the United King 
dom, $5.59; from France, $7.09; from lle: 6.19. If it is raised 
to $10, a woman could buy a handbag for $10 each in France, Italy, 
Spain, and England, have each purchase shipped separately into the 
United States and not be required to pay any duty on these handbag 
pure ‘hases. 

I would like to quote from subheading (2) of section 321 which 
would make this possible: 

When the articles are imported otherwise than on the person or in the accom 
panying baggage of an individual arriving in the United States and the aggre 
gate value of all articles in the shipment is not over $10, if the articles are 
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intended for the personal or household use of the consignee and not for sale, or 
$5 in any other case. The privilege of this subdivision shall not be granted to 
any c. 0. d. shipment or in any case in which merchandise covered by a single 
order or contract is forwarded in separate lots to secure the benefit of this 
subdivision. 

Multiply this situation by the great number of other commodities 
that are sold for more than $1 and less than $10 and you have a con- 
dition, that toa great extent will nullify the Government’s intention of 
limiting articles brought in on the person up to $500 duty free. 

Under subheading (C) of section 321 the Secretary of Treasury is 
authorized to diminish the $10 to a lesser amount whenever there is 
an abuse of this privilege. This is what I would call a “little escape 

clause.” All of you are familiar with the extreme features of the 
escape clause under the general agreement on tariffs and eee: and 
know that it is most difficult, to put it mildly, to have the escape 
clause invoked under the general agreement. The escape clause in thie 
bill will be just as difficult and impractical after the damage has been 
done. 

In the past few years a great deal of reptile, alligator, and other 
7 ather-handbag business has been lost to Argentina, Guatemala, and 
Cuba. The duty on reptile handbags is 1714 percent and on leather 
20 percent. However, by virtue of a tr: ade agreement with Cuba, 

Cuban products are entitled to a 20 percent preferential rate and so 
i rate on re ptile handbags from Cuba is 14 percent. 

It is interesting to note what this preferential treatment on duty 
has meant to the handbag industry. In 1939 here were less than 500 
pieces imported into the United States from Cuba. In 1950, there 
were 84,239 reptile handbags valued at $534,156 imported from Cuba. 
This would make the average value about $6. Raise the $1 limitation 
to $10, under section 321, and a mail-order business will spring up 
that will make it impossible to compete with Cuba. The preferential 
duty is bad enough, add to this—not subject to the 20-percent excise 
tax, and the domestic product hasn’t a chance. 

It is our understanding that the reason for the change from S1 to 
S10 is because a saving of $1 per package is involved as this is the 
approximate cost-of-customs clearance. As concerns handbags, there 
would be no savings, but rather a loss since as I said before, the average 
value of leather handbags imported from Italy in 1951 was $6.19, 
which would make for a duty of $1.23; from France $7.09, which 
would make for a duty of $1.41; from the United Kingdom $5.59, 
which would make for a duty of $1.11. These are the principal Eu- 
ropet an exporting countries. At the 20-percent rate of duty which 

applies in this case, and 20-percent exc tt ix Instead of a saving, there 
would be a loss to the United States. This is a case of penny wise 
and pound-foolish. 

The handbag industry is a small-business industry. There are no 
defense contracts in the industry. Congress has declared it to be in 
the national interest that small business be preserved as a vital force 
and basic element of the national economy. ‘The excise tax, imports, 
and bad business generally, in the soft-goods industries, have been 
whittling the handbag industry and gnawing at its vitals. While rais- 
ing the limitation from $1 to $10 is not a momentous thing in itself, it 
is an important factor to a distressed industry. It portends greater 
instability and chaos. 


H9SG00-——52 15 
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I have given you the handbag manufacturers’ views on this matter. 
I cannot believe it is sound policy y to simplify things, at the sacrifice of 
an American industry. 

We are confident that this committee will not force these undesirable 
results to come to pass. We respectfully urge that the current $1 
limitation on duty-free shipments remain untouched. 

Thank you, sir. 

Senator Jounson. Thank you. You have presented your case very 
well, Mr. Berkowitz. 

Mr. Berxowrrz. Thank you, sir. 

Senator Jonnson. Mr. Benjamin Shapiro, National Handbag and 
Accessories Salesmen’s Association, Inc. 

Mr. Shapiro, you may proceed in your own way. 


STATEMENT OF BENJAMIN SHAPIRO, PRESIDENT, NATIONAL 
HANDBAG AND ACCESSORIES SALESMEN’S ASSOCIATION, INC. 


Mr. Suaprrro. Thank you, sir. 

My name in Benjamin Shapiro, and I am president of the National 
Handbag and Accessories Salesmen’s Association. 

Senator Jounson. You may be seated. 

Mr. Suaptro. I am also vice president of the National Council of 
Wholesale Salesmen. Our headquarters are at the Warrington 
Hotel, 161 Madison Avenue, New York City. 

I am a salesman, and I have not prepared an address. I, perhaps, 
if necessary, will file one. 

I want to record the feelings of our organization relative to section 
321 of the bill, House bill 5505. 

We are opposed to it, and there are certain things that are of interest 
to us. 

In the first place, the purpose of increasing the amount of duty-free 
goods to $10, they say is because the cost of handling, and so forth, 
is excessive. Why don’t we raise some service charge for handling 
these goods and balance it instead of trying to look for more business 
and lose more money? That isthe way it occurs to me. 

Then there is another thing that I do not understand. The bill 
say that one package per day is the limit. What is the idea there‘ 
Does Congress think that people are going to buy more than one 
pac apes a day? Ido, and no doubt they will. Everybody in America 
senses a bargain, and 1f we can get it for less over on the other side, 
we are going to buy it. 

Now, let us see what the effect is. I just thought that I might tell 
you, and I have brought along, and I ask that it be left with the com- 
mittee, a catalog of Montgomery Ward. Montgomery Ward does 2 
business of a billion and a quarter, and not all of it is mail order. 
They have retail stores, too, and I could not get the exact breakdown. 

Sears, Roebuck does a business of 21% billion, and there again I can 
not give you the exact breakdown, but the fact is that both businesses 
were started and operated as mail-order houses; they have built a tre 
mendous institution. They publish books like this. They are sent 
through the maids, and contain thousands of articles, pictures and 
all. What is wrong with this? Why cannot anybody else send them 
into this country and get the business. 
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I brought along an English leather-goods journal, and a French 
leather --oods journal. You will find in both of these books that the 
mac hinery is set, pictures and all—it is just a matter of taking these 
bags and putting them down in American language, state the price, 
and set the business up. 

Our Canadian neighbors, the Mexican border, everything becomes 
open. Now, let us see what Lam arguing about. 

My feelings are tlieee : I represent salesmen, workingmen, men who 
already are “suffering because of an excise tax. We asked Congress 
to puta ceiling on hotel rooms and the -y could not do that; we as sked 
that the cost-of-living adjustment be given to us—no; they froze the 
rate of commission; we asked that a base be given us where commis- 
sions cannot be cut because of a freeze, and even that Congress can- 
not see their way of doing that. 

Now, our men are entitled to work and earn a living, and I want to 
assure you, Senator, and for the record that we are suffering now 
more than we ever did. We work harder, we travel more’ and, per- 
haps, the testimony already before you will prove that the decrease 
in sales has naturally cut our income, and it is a question as to how 
we can best service our industry. 

Most of our men work on a commission basis and, as such, no busi- 
ness, no commission; the expenses are there. So, let us leave that 
matter for a moment, because I want to stress the one point. You have 
got a mail-order potential here that with one package a day, several 
members in a f: amily—you have opened the gates. 

Now, there is another thought that I think we ought to stress at 
this point: It may well be that what I say will not happen, and it 
may well be that the power of the Secretary of the Treasury or what- 
ever official whose province it shall be, will then say that it is a bad 
bargain and we have got to close the gates. 

Now, certainly, that would be a bad piece of business. I would 
not expect them to do it because cert: ainly that would not make for 
friendship in any foreign country. It is so much easier to look at this 
practically from a fair basis and stop it in its Inception because you 
cannot recall it. I think that once you let this go, no matter how 
much damage is done you have not got 2 chance of ee it. 

I want to also stress one other thing, that in the charity of this 
Government they try to conserve moneys, but they are willing to 
excuse excise taxes because they are bought or made on the other 
side of Rouse’s Point. Why’ Don’t we need the money! I don’t 
where that gene rosity comes in. 

So, over all, I don’t see that we are going to help the international 
situation too well. I do not know, but that some of these packages 
arriving here without being opened by customs might not contain 
some propaganda that we might ultimately be sorry for. I still be- 
lieve that the best thing we can do is to let 321 alone. with its $1 
top and not look for things that we will be sorry for later. 

I thank you. 

Senator Jounson. We thank you, Mr. Shapiro. 

Mr. Suario, Thank you, sir. 

Senator Jounson. Our next witness is Mr. Louis Rothschild of the 
National Association for Retail Clothiers and Furnishers. 
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STATEMENT OF LOUIS ROTHSCHILD, EXECUTIVE DIRECTOR, NA- 
TIONAL ASSOCIATION OF RETAIL CLOTHIERS AND FURNISHERS 


Mr. Roruscnirp. My name is Louis Rothschild. I am executive 
director of the National Association of Retail Clothiers and Fur- 
nishers, which is a fancy name for the men’s wear stores. 

1 have submitted a brief statement which I would appreciate if it 
could be included in the record. 

Senator Jounson. Yes, it will be made part of the record just as 
you have proposed it. 

Mr. Rornscuitp. A number of retail associations and retail spokes- 
men have appeared before this committee in opposition to the increas- 
ing of the limitation from $1 to $10, and to that statement, those state- 
ments, we say “amen” and we approve those positions. 

In the men’s wear field we are particularly worried about the pos- 
sibility of unfair mail-order competition because of the fact that 
men’s furnishings fall into the classification that they can be sold for 
$10, and imported; and, in addition to that, the word “imported,” as 
the Senator knows as a consumer, is a magic word with men. 

Consumers look, mistakenly in many instances, to receiving quality 
goods because it has the word “imported” or “made here” or “made 
there” on it. 

Already there is considerab'e mail-order competition of a legitimate 
sort. Esquire magazine, this issne, has some 15 ads of a mail- 
order nature, advertising imported items. Only two of those, however, 
come from abroad, and one is advertising shoes for $9 and something 
from England, and the other is advertising shoes for $18 something 
from England. 

I am sure the Senator is familiar with the story of the fears of the 
competition, but I thought that I would briefly visualize it for you. 

If you will indulge me for a moment, here is a hat from England, 


th 


a quality hat, which costs in this country, $18.50, with the regular 
retail mark-up. This hat could be sold by mail order, provided this 
measure Were to pass as it is writen, for $9.50, within the limitation. 

It is a fine hat, a quality product, largely advertised by American 
merchants who have built up a demand. 

Here is a real luxury item, imported toilet water, one of those things 
you get for Christmas and give to a friend next Christmas. However, 
this sells here for S87, including, of course, the customs duty—the 20- 
percent Federal tax brings it to $8.40. 

On a mail-order advertisement and business it could be profitably 
sold for under $4. 

Here is a cashmere muffler, a beautiful feel to it—would the Senator 
like to feel it? 

Senator Jounson. Throw it up, I will catch it. 

Mr. Roruscuivp. It has really got luxuriousness to the feel of the 
thing. That muffler sells for $12.50 in retail stores here. It is im- 
ported, and that is its selling point, in addition to the feel. You will 
notice that “Johnson’s of Elgin” and “Made in Scotland” in the label. 

It could be sold, if this bill were to pass, on a mail-order campaign 
profitably for $7. 

I have another item, the last, a Braemar sweater made in Scotland 
of lamb’s wool, it is not cashmere. It sells in this country for $12, 
with customs, retail profit, not counting the local sales tax, which 
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varies in the jurisdictions—it could be sold under a mail-order cam- 
paign for under $7 profitably. 

‘That is the reason the men’s-wear merchants of the country are 
fearful that the proposed bill would open the door to a competition 
they could not meet, would capitalize upon their thousands of dollars 
they have spent advertising the word “imported” and the words 
“Made in Scotland” and “British wool,” and so forth, and that is 
why we urge this committee not to enact that section of the proposed 
bill which would open up this competition. 

Thank you very much, unless there are some questions, Senator. 

Senator Jomnson. We are pleased to have your testimony, Mr. 
Rothschild. 

(‘The prepared statement of Louis Rothschild is as follows :) 


STATEMENT OF LOUIS ROTHSCHILD REGARDING HL. R. 5505 (C1 
ACT OF 1951) 


STOMS SIMPLIFICATION 


My name is Louis Rothschild. I am the executive director of the National 
Association of Retail Clothiers and Furnishers with headquarters in the Munsey 
Building, Washington, D.C. This association is the national group representing 
men’s and boys’ wear merchants with over 2,000 members located throughout the 
United States. 

I am appearing in opposition to that part of section 11 of Hl. R. 5505 whieh 
would, according to our understanding, widely open the doors to mail-order 
businesses operating from abroad selling men’s wear. 

The retailer that we represent is almost typical small business. The 


» average 
men’s store has under five emplo)ees and does a vol 


une Of less than $150,000 a 
year. Even in that volume, the word “imported” is a magic name. 
the word “British” has special significance to consumers. Our 
large volume of business in imported scarfs, hats, shoes, jewelry 
razors, and toiletries. 


Particularly, 
trade does a 
, heckwear, pipes, 
Practically all of these items could be successfully sold 


under a mail-order 
arrangement from abroad if the proposal now before this committee is enacted 
into law. 

Please understand that we do not oppose mail-order businesses as such. They 
are an established method of 


doing business and already a substantial factor 
in men’s wear. 


I would call your attention to the mail-order ads in a typical 
issue of Esquire magazine as indicating the receptiveness of the consumer to 
mail-order buying and particularly goods with the magie word “imported.” The 
current issue of Esquire magazine has two mail-order ads from England ¢ ffering 
British-made shoes, one of which is priced to the consumer under $10 even in the 
face of present tar:ff. But the mail-order business today does not avoid customs 
duty or Federal excise tax and, therefore, is competitive to those of local 
merchants 

If this bill were to pass, the men’s wear merchant could not meet the competi- 
tion on imported items. Here are some examples of what could be sold: 

A man's wool sweater, on which the word “imported” is a terrific selling point, 
costs $12 in this country to the consumer through the reputable merchants. If 
this bill were to pass, it could be sold extremely profitable for $7.50 by mail order. 

A fine imported man’s hat in this country retailing at $18.50 could be offered 
by mail for $9.50 because of the saving in customs and the lower standards of 
merchandising in foreign countries. 

A fine cashmere muiiler with a fringe which is sold in retail 
eountry for $12.50 could be sold for under $7 by mail order, |: 
savings by avoiding the 45-percent customs duty. 

Men's jewelry, such as cuff links, tie clasps, ete., subject to customs ranging 
between 35 and 55 percent of costs, would permit merchandise being sold here for 
$12 to be sold very profitably by mail order froni abroad at $6 and less. In addi- 
tion, the Federal excise tax on jewelry would be lost. The same loss of excise 
taxes would apply to wallets, leather goods, face lotions, and other items. For 
example, a pure luxury item like after-shaving lotion, which retails here for 
$7 plus the 2U0-percent Federal tax, or $8.40, would be easily profitably sold 
for under $4. 

We note, of course, that the proposed bill sets up what is probably intended 
to be a savings provision to prevent unfair competition in that the Secretary of 
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the Treasury would have the right to prevent abuses by mail-order businesses, It 
is unlikely, in our opinion, that the Secretary’s office would be able to police the 
thousands of advertising media which would carry mail-order offerings, much less 
the direct-mail advertising. Corrective action would be so late that it would be, 
in effect, locking the stable door after the horse is stolen. 

That this is more than on imaginary danger is well attested by the advertise- 
ments of cruise ships who make great capital in obtaining tourists for the West 
Indies, South America, Nassau, Habana, Bermuda, and other places saying 
that this will give you an opportunity to buy fine English woolens, French per 
fumes, and other items customs free and at large savings. If the savings of 
customs is worth advertising for a luxury liner, it certainly is a sales point for a 
direct-mail campaign. 

Various retail groups have appeared before this committee stating a similar 
position and we endorse and approve the statements made by them. I wish to 
respectfully point out the men’s wear merchant is in a particularly vulnerable 
spot if this legislation should pass. 

We, therefore, respectfully urge that section 11 of the pending bill, which 
proposes to amend section 321 (b) (2) of the Tariff Act, not be enacted. 


Senator Jounson. Mr. Cohen of the Pocketbook Workers Union. 
All right, Mr. Cohen. 


STATEMENT OF SAMUEL HARRIS COHEN, ATTORNEY, POCKETBOOK 
WORKERS UNION, AFL 


Mr. Couen. I shall ask for leave to submit a written statement. I 
have some notes here, and shall mail a statement in in very short order. 

Senator Jonnson. Do you have a written statement ? 

Mr. Counrn. Not complete, sir; just in the —— 

Senator Jonnson. That is all right; you can make an oral state- 
ment, and the reporter will take it down. 

Mr. Conen. Thank you. 

Senator Jounson. You can do that or you can submit a written 
statement later if you wish. It is not necessary. 

Mr. Conen. Honorable sir, my name is Samuel Harris C ohen, of 
1776 Broadway, New York City. 

Senator Jounson. Your name is Samuel Harris Cohen? What is 
your address again ¢ 

Mr. Conen. It is 1776 Broadway, New York City 19, N. Y. 

I appear as the attorney for the Pocketbook Workers Union affili- 
ated with the American Federation of Labor. It is a local union of an 
international, which international will soon be heard from through 
another speaker 

This union has about 12,000 members who work in the greater 
metropolitan area of New York, which would include parts of Con- 
necticut, New Jersey, and New York, and some parts of Massachu- 
setts, although strictly speaking that is not metropolitan New York 
as we understand it. 

These members work in the ladies’ hand-made bag industry, as 
distinguished from the machine aspects of the industry that you 
have already been told about. 

They work for some 335 employers who manufacture handbags 

and for some 150 employers who manufacture personal leather goods, 
key bags, and items of that sort. 

Fifty-five percent of the handbag production of the United States 
is produce ed by members of this union. The 55-percent figure in 
connection with the discussion before this committee is misleading 
in that almost 90 percent of the quality hand-made handbags as dis- 
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tinguished from machine-made are made in this metropolitan New 
York area. 

For the most part, the out-of-town companies are engaged in a 
field where they produce by machines, and which products are retailed 
from $1 to $0 per unit. 

Quality bags, however, sell from $7.50 and up, and they go quite 
high, but they average out from about $10.50 to $12.50 a bag retail— 
that being the price that it reaches the American consumer. 

This union for which I am speaking is at this moment experiencing 
one of its worst depressions since our great depre ssion of 1933, and 
I am not saying that we have not had good times since then; I am 
saying we never had business as bad as it is at this present moment 
since that time. 

Senator Jounson. What is the cause of that? 

Mr. Conen. Many factors. 

Senator Jounson. Because this bill is not in effect yet. 

Mr. Conen. No. There are many factors, Senator, and from the 
kind ot work we do, we will oive you some indication of | how b: ad it iS. 
Other speakers have covered why business 1s bad, and we will address 
ourselves to the possible de] ee effects of this i to union’s 
segment of the industry, sas ‘ly, the quality hand-made bag as dis- 

inguished from the machine-m: vele bag; that essenti: all ie the prod- 
uct that will be involved if this bill goes through with the $1 0 duty free 
exemption. 

Recently this union, and I know this because of the nature of the 
work that we are doing in our firm, has been experiencing diffi ulty 
1 collecting holiday and vacation pay; ey, at. best ther 

a part- time employme nt industry involved here, because we find vac: 
tion pay is based not on service to the individual capo ver but in the 
industry, otherwise these workers would never be entitle 1d to a vacation. 
Chey just do not put in the norm of, let us say, 1S weeks per annum 
for one single emp lover, so you find concrete pros e of the part-time 
employment in this industry even under norm: ut times by the method 
used for the payment and the ¢ omputation of vacation pay. 

Recently; and for the first time in many years, ‘this union has been 
isked by many employers for an extension of time in which to pay 
vacation a holiday pay and wages, something we have not experl- 
enced, sir, as I said, since 1933. 

The New York market primarily produc es the quality hand-made 
bag. It is this part of the industry that will be most direc tly affected 
by the unfair imports of handbags. 

The proposed change in section 321 of H. R. 5505 will contribute 
greatly to the unfairness of the foreign aniecetitinn'| to the quality 

handbag employer and worker. 

The person of means is the purchaser of quality handbags, and also 
the foreign traveler. The proposed amendment will encourage this 
vroup of citizens to purchase their handbags abroad or from foreign 
mail-order companies. 

Without the benefit of this proposed duty tax gift oy foreign pro- 
lucer has many advantages. I will not spell them out in detail, but 
generally speaking, the wages run from 30 percent to 40 os reent of the 
American wage, and we are what is known as a low-wage industry. 

In addition, we work in this industry 3714 hours, something ‘that 
took 50 years to obtain, and industry is satisfied with that workweek. 
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It is one way, incidentally, of spreading employment throughout the 
year; that is one of the basic reasons for it. 

In Europe we find them working from 48 hours to 54 hours, that is, 
in those companies for which there are published figures. What 
happens to hours in the home-work aspects of production in Europe 
we can only guess at. 

In America, as you know, we have, by and large, abolished the 
home-work production of handbags and similar products. 

We have innumerable fringe benefits, holidays, vacations, welfare, 
hospital benefits, and things of that sort, which are today the norm 
for the American worker. These things not only are not in existence 
in foreign companies and foreign workers do not have them, but they 
have never even heard of them. 

In addition to all these disadvantages to our workers here, we are 
now faced with this potential gift with respect to duty tax. We say 
that this must net be imposed upon this segment of American indus 
try for these reasons. 

Also we find that there is an American way of doing business which 
includes a retail mark-up of about 40 percent. That is the standard 
retail mark-up for handbags and similar products. I do not want to 
burden the record with why that is, but that is the reality, and every- 
one accepts it in this country. 

When we speak of the potential competition under this bill we are 
speaking of mail-order business and foreign purchases by American 

citizens in this very field of quality handbags. 

American employers are faced, as I say, when bags are sold in this 
country, with this normal retail mark-up. If they come into this 
country, as they most likely will, through a mail-order business, we 
will then find, as we do in this country, that the mark-up is nearer 
20 percent, and most likely in the ins stance of foreign mail-order com- 
panies, less. That is much more of an evil than appears on its face, 
because while in America Sears, Roebuck and the other mail-order 
companies sell handbags, they are, for the most part, the machine-made 
products, and they sell, generally speaking, in the $1 to $5 bracket. 

This foreign mail-order business, with all the advantages that they 
now have, will compete directly for what we call the quality hand 
made product, and the quality consumer, namely, the average $10 
purchaser. 

We say that we have enough difficulties in this aspect of American 
industry at this moment, and the reality is that we are suffering from 
a depression. The imposition of this extra burden, which we think is 
a very real threat will be depressing to the ladies’ bag industry. Al 
ready imports, with present requirements of the payment of duties, 
in the mere instance of Cuba, where the variation of 17 percent exists 
as distinguished from 20 percent provides serious competition—lI per- 
sonally in connection with a business trip to Cuba recently saw many 
new employers in the hand-made-bag field. 

In addition, we have a special plea, we think a favorite plea, of 
many members of this committee and of Congress, and that is the plea 
for the small-business man. 

With all due respect to Congress, what has been said and done about 
the plight of the small-business man, in the view of many of us, has 
been lip service rather than concrete laws and the enforcement of the 
laws that we have on the books today. I respectfully refer you to the 
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findings of the House Select Committee on Small Business, Eighty- 
first Congress, House Document No. 599 and the Senate’s counterpart 
Small Business Committee to elaborate and support that contention, 
not to mention the difficulties we have in the enforcement of our 
Sherman antitrust law and the State antitrust laws. 

When we speak of the union and employers, we are speaking for 
small-business people only in this quality hand-made field. 

In New York—this may surprise you—there are five employers 
who employ a hundred employees or more—five of them; there are 
about 125 who employ 20 employees or less, and when we say “less” 
we mean 2 and 3. ‘Those are the business people who are spe: aking to 
you here through their representatives, and I am addressing myself 
on behalf of their workers. 

Truly, we have a situation here where we should not aggravate the 
plight of the small-business man_ which is, insofar as this industry 
is concerned, a very serious pligh€ as of this moment. 

We say to you that the women and men who buy handbags for 
wives and friends, are at this moment boycotting the $10 American 
made product particularly because of the excise tax. We cannot 
and we do not desire to go into the inequities of that tax. That has 
been before this committee on another occasion, and the probabilities 
are that it will come up again in the very near future, we hope. 

In the refusal of the American purchaser to pay a $2 tax on a $10 
handbag purchase, a $4 tax on a $20 handbag purchase, we have a 
reality that the foreign producer, who is now being invited to come 
into this market, will unevenly compete with us in addition to the 
reasons that I have mentioned, because they will not have the 20- 
percent excise tax. 

Also, as you know, in New York City they now have blessed us with 
a 35-percent sales tax, and I have reason to believe that sales tax 
pli igues the American consumer and retail er in many other 
States in the United States. That, too, will be an advantage that 
the foreign producer will have over our people ek in this country. 

Now, while this bill provides for exceptions in the discretion of 
an administrator—it says that the Secretary of the Treasury may 
change the ficures—realis tically we know they will not be modified. 
Our experience has been that these exceptions once the amount is 
frozen in the bill to $10 for personal use and $5 for resale, very 
rarely, if ever are changed by the administrator. 

We think—and this is in a sense an aside—it is a bad way of leg- 
islating for Congress to say to administrators, “You determine 
whether it is $10 or a lesser amount.” That is a legal problem in a 
sense, a legislative problem, but realistically the cai in this industry 
feel that the y will not have any changes made, so that the attempt of 
the writers of this legislation to say, “Well, we will work out an 
experience and give you exemptions,” we think is just coloration; 
it will not come to pass. 

For all these reasons we say to you on behalf of low-paid, low- 
income quality bag workers, working in New York City and totaling 
about 12,000 people, do not add to the burdens of these people. 

Please accept our sincere thanks for this opportunity to speak in 
behalf of these workers. 

Senator Jounson. We thank you, sir. 

Mr. Conen. Thank you. 





228 CUSTOMS SIMPLIFICATION ACT 


Senator Jounson. Mr. Walinsky, International Handbag, Luggage, 
Belt, and Novelty Workers’ Union. 


STATEMENT OF OSSIP WALINSKY, PRESIDENT, INTERNATIONAL 
HANDBAG, LUGGAGE, BELT, AND NOVELTY WORKERS’ UNION 


Mr. Wautnsky. Mr. Chairman, my name is Ossip Walinsky. I am 
president of the International, Handbag, Luggage, Belt and Novelty 
Workers’ Union, a union comprising many trades, essential trades, 
providing 70,000,000 women of all ages with ladies’ handbags and 
personal leather goods, and tens of millions of travelers with all types 
of luggage and travel goods. There are more than 1,650 manufac- 
turers in our trades, but close to 90 percent of our employers are small- 
business men employing, on an average, less than 23 workers. 

Yes, in the midst of greatest prosperity, the highest rate of produc- 
tion, the highest rate of income, the highest rate of profits; our mem- 
bers are underemployed and unemploy ed. The recession in our trades 
began in 1947 and has continued each year. To cite but one example, 
the volume of business in the handbag industry, comprising the largest 
group of all of the five trades we represent, namely, women’s handbags 
and purses, luggage, personal leather goods, belts, and leather-goods 
novelties—this segment of the pocketbook industry employing over 40 
percent of the total number of our workers, has dwindled from 
$200,000,000 at wholesale in 1946 to $135,000,000 in 1951. 

The financial position of our manufacturers is precarious. If there 
were only a congressional committee or a Senate committee hearing 
today or any other day to investigate the struggle of our manufac- 
turers to maintain themselves in business and the plight and fight of 
our workers for their very existence. 

Speaking of recession and depression in our industry, we cannot 
help but emphasize the fact that it is the unjustified and discrimina- 
tory so-called excise tax in the amount of 20 percent on one hand, and 
the lowering of the tariff rates from 35 percent to 1714 percent on 
handbags made of reptile and to 20 percent on handbags made of 
other leathers—yes, these importations from foreign countries—the 
manufacturers of which pay their labor but a third, and in the best 
cases only 40 percent, of the wage rates prevailing in our shops—are 
the greatest contributing factors to the grave crisis in our industry, 
because the consuming public of America is in open rebellion against 
the excise tax. 

You may think that the wages of the workers of our trades are 
rather high. We hear of late about the hourly wage rate of miners 
to the extent of $2.44, and the hourly wage rates of automobile workers 
of $2.88, of the steel workers getting $1.88 per hour. You will, there- 
fore, permit me to quote from a survey of the Bureau of Labor Statis- 
tics, United States Department of Labor, dated April 1950—the result 
of which was as follows: 

In March-April 1950, the average plant worker in selected leather 
goods plants had straight-time earnings of 95 cents per hour. Among 
the five branches of the leather-goods industry studied, over one-third 
of the workers had hourly earnings of less than 85 cents and more 
than one-half were earning less than $1 an hour. 

Taking into consideration the value of the dollar today as against 
the value of the dollar in 1940, the workers of our industry, Mr. 
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Chairman, and I say this respectfully for your kind consideration and 
attention, are making approximately 4214 cents to 50 cents an hour. 

You asked a question before, Mr. Chairman, of why there was a 
depression in our industry, in the soft-goods industry ? ? My answer 
is that the wage earners of the country, which are the bulk of our 
consumers have no dollars to spend on handbags or, for that matter, 
on any other things. 

As you well know, the worker has to live all year round, pay rent 
all year round, eat every day, not to speak of doctors’ bills, dentists’ 
bills, the bills for a little life insurance, et cetera—but, there is no 
steady employment. There is great unemployment in our trades 
there is great unemployment instead. 

Yes, when is a congressional committee or a Senate committee going 
to investigate the plight of our manufacturers, the plight of our work- 
ers, the plight of our trades instead of devoting a whole lot of time 
to customs simplification bill H. R. 5505? They call it customs 
simplification bill. My workers—and I represent more than 35,000 
in various respective trades—call it the customs assassination bill. 
Coming now on top of an excise-killing bill and a cutthroat import 
duty reduction bill, that is the way we feel about it. 

Mr. Chairman, and I am here to tell you, we are told that the State 
Department, the Mutual Security Agency are in favor of the so-called 
customs simplification bill, H.R. 5505, and are urging favorable 
action on the bill because cuts in United States Custom red tape would 
encourage European exports to this country, and that the bill, if 
passed, would remove the complexities and uncertainties of custom 
procedures which have been a major deterrent to European exporters 
new to the American market. Yes, the State Department, the Mutual 
Security Agency, and all other Government agencies are very much 
concerned about European exporters—American importers—they are 
even concerned about the living standards and conditions of the peo- 
ple of India, North Africa, South Africa, Asia, South America and 
the people all over the world. We should be concerned with the lot 
of the people all over the world—and, by the way, I am one of those 
who believes, together with that great American, now deceased, Wen- 
dell Willkie—yes, I believe in one world. But, gentlemen, of the 
jury—and you are the gentlemen of the jury, the members of the 
Finance Committee, 1 am here to tell you that the handbag, luggage, 
and personal leather goods industry needs a point 4 program of our 
own. 

We are passing through the gravest crisis in our industry. Our 
markets are contracting, the volume of business is growing less, the 
competition is more keen, the vast majority of our manufacturers 
claim that they are hardly breaking even, not to speak of making 
profits, the pay envelopes of our workers are shrinking, and for many 
a month during the year they see no pay envelope at all. Are these 
factors none of your concern? Are these ailments of no concern to 
our Government in general and its various agencies in particular? 
Is there no one to care for the little fellow? Is this so-called customs 
simplification bill, H. R. 5505, going to pass because we are too poor 
to have a lobby of our own, too small in numbers to influence decisions 
of our legislators, too insignificant, too unimportant as trades and 
industry, though we are essential trades and industry—yes; is it 
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because we are poor and uninfluential that our rights are going to be 
trampled upon ? 

Why the administrative exemptions on alcoholic beverages, snuff, 
tobacco, cigars, and cigarettes? Because said products are billion- 
dollar monopolies with powerful lobbies behind them ? 

We are told that Treasury sources explain that under present law, 
exempting only imports of $1 or less, customs manpower was “dissi- 
pated” in collecting duty on trivial amounts and that the raising of 
the exemption to $10 would not substantially weaken protection for 
domestic producers. What do the gentlemen of the Treasury Depart- 
ment mean by “not substantially weaken protection for domestic 
producers”? Do they know that we live in a state of depression, 
that we need every dollar’s worth of goods to be manufactured in our 
shops? Do they know that some of our workers are crying for a 
day’s work because their unemployment benefits have been exhausted 
for the year and it is either a day’s work or a relief dole or city relief ? 
Do the gentlemen of the State Department, dealing in terms of billions 
of dollars, know what only a million dollars’ worth of business means 
to as many as 100 small manufacturers ? 

We are told that under the pending bill the Secretary of the Treas- 
ury would hold discretionary powers to prevent abuses and that spe- 
cifically it meant that the Secretary of the Treasury would be em- 
powered to prevent, for example, a mail-order business from engaging 
in the direct shipment of dutiable articles to purchasers in the United 
States. 

' am here not only to protest against this so-called customs sim- 
plification bill, H. R. 5505, but I am here on record against any dis- 
cretionary powers vested in the Secretary of the Treasury or any 
other head of a Government agency. Our experience is the experience 
of the poor man, the little man, the common man; the sad experience 
of a man against whom the door is shut, against whom legislators 
legislate without fear of retaliation politically. 

To us the customs simplification bill H. R. 5505 is very plain and 
simple. It will permit at all times Americans as individuals to pur- 
chase by mail order foreign goods up to $10 free from duty and free 
from excise taxes. That is what it means. That is enough to have all 
workers in our industry up in arms against the bill, I need not em- 
phasize that in our opinion: 

1. The customs simplification bill, H. R. 5505, would mean a direct 
loss of revenue to the Government. 

2. That the bill would mean an appreciable reduction in the col- 
lection of Federal, retailer, and manufacturer excise taxes in the 
United States since the imported items would not be subject to excises. 

3. That the duty-free, excise-free shipments from foreign mail- 
order companies would cause a loss of business to American firms 
with a resultant loss to the Treasury in income taxes. 

Yes, while the Government can stand the loss of revenue and retail- 
ers can stand the loss of business and internal revenue officers can 
stand the loss of income tax collections, I am here to raise my voice in 
protest against the customs simplification bill, H. R. 5505, because the 
workers of our trades cannot afford to lose one nickel in wages, nor can 
our manufacturers afford to lose $1 in business. 

In conclusion, Mr. Chairman, dealing with the customs simplifica- 
tion, as you will, we trust, because our trades are in that state of de- 
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pression, and because we represent loyal Americans devoted to our 
country, struggling for our livelihood, we believe that you will not 
recommend approval of this bill, bee: ause that will mean adding not 


only insult to injury, but greater injury to already a very badly 
injured industry. 


I thank you. 

Senator Jounson. What does that word “International” mean in 
your title ? 

Mr. Wattnsky. It means we have local unions not only in the 
United States but in Canada, and because of that that is the meaning 
of “International.” 

Senator Jounson. We can understand how you got to be president 
of your union. 

Mr. Waurnskxy. Thank you ever so much. 

Senator Jounson. Miss Bennett. Miss Julia Bennett, American 
Library Association. 





STATEMENT OF JULIA D. BENNETT, DIRECTOR, WASHINGTON 
OFFICE, AMERICAN LIBRARY ASSOCIATION 


Miss Bennetr. Mr. Chairman, my name is Julia D. Bennett, and 
I am director of the Washington office of the American Library 
Association, which is in the Hotel Congressional. ; 

The American Library Association is a professional organization 
of 20,000 librarians, trustees, and friends of libraries interested in 
the development, extension, and strengthening of our Nation’s library 
services. Today I shall speak primarily for the college, university, 
and large public libraries interested in securing foreign books 





for 
schol: arship and research purposes. We appreciate the  aneainaits 
to comment on H. R. 5505. 

Since the conclusion of the war, American libraries have been sadly 
hampered by antiquated customs regulations affecting the importa- 
tion of books for college, university, and public bey hm libraries. 
Currently we operate under section 498 of the Tariff Act of 1930, 
19 United States Code, section 1498, which authorized the Secretary 
of the Treasury to prescribe rules and regulations for the declaration 
and entry of merchandise not exceeding $100 in value. Under this 
provision of the law, the informal entry has been authorized for 
libraries on importations not exceeding $100 in value. 

Two factors have made the $100 limitation unrealistic. First of 
all book costs have risen steadily since the war, and a $100 shipment 
now covers a very fe Ww books. Moreover, since the war American 
research libraries hs ave ts aken more energetic steps to secure European 
research books. This is because of the fact that during the war 
American research was iia by the lack at that time of adequate 
European books in this country. Several governmental research 
groups strongly complained about this, and as a result the Library 
of Congress and the other great Federal libraries, working with the 
Association of Research Libraries, which is an affiliated national asso 
ciation of the American Library Association, have taken a number 
of steps to be sure that at least one copy of every important European 
research book is available in this country. 

Secondly, libraries find the “customs declarations” time agi 
often resulting in crippling delays in the receipt of books urgently 
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needed for research or teaching, and particularly complicated since 
not continuously used. Currently all books and printed materials 
imported by libraries are duty free, so that the barrier for libraries 
has been complicated consular invoices necessary on purchases over 
$100. In addition, “custom declarations” necessitates the services 
of a broker and additional clerical help which adds considerably to 
the cost of the books. It is not necessary, I am sure, to remind the 
committee that currently all libraries are suffering budgetwise from 
the inflated dollar. 

We are pleased to note in section 15 (b) of H. R. 5505 as reported 
by the House Ways and Means Committee and passed by the House 
that section 498 of the Tariff Act of 1930 was amended so as to permit 
informal entry of merchandise covered by paragraph 1631 without 
regard to the ceiling in shipments of any value. Educational insti- 
tutions and public libraries are listed under paragraph 1631. 

We urge the passage of H. R. 5505 with particular reference to sec- 
tion 15 as it passed the House whereby libraries may bring into this 
country, such merchandise as books, maps, and so forth—not intended 
for resale—under informal entry without regard to a ceiling of any 
value on shipments. 

We know that your committee will consider our problem. We ap- 
preciate this opportunity to testify. 

Senator Jounson. We thank you, Miss Bennett. 

Miss Bennerr. Thank you. 

Senator Jounson. Mr. John Breckinridge. 


STATEMENT OF JOHN BRECKINRIDGE, THE DEHYDRATED ONION 
AND GARLIC INDUSTRY OF AMERICA 


Mr. Brecxrnrivce. Mr. Chairman, my name is John Breckinridge, 
of the law firm of Pope, Ballard, and Loos, of Washington, D.C. I 
appear here today on behalf of the Dehydrated Onion and Garlic 
Industry, which is composed of—at least that portion which I repre- 
se nt—Basic V eget table Products, Inc., Vaccaville, Calif. ; Gentry, Inc., 
of Los Angeles, Calif.; Puccinelli Packing Co., Turloc ix, ‘alif.; and 
J. R. Simplot Dehydrating Co., Caldwell, Idaho. 

In order to avoid repe ating the facts of the industry that have 
been stated to this committee and other committees before, I would 
like to refer to my statement on behalf of the dehydrated onion and 
garlic industry at pages 551 and 576 of the House Ways and Means 
Committee hearings on the customs simplification bill now before this 
committee, which was at that time H. k. 1535; also to my testimony 
on behalf of the same industry before this committee last year in con- 
nection with the Trade Agreements Extension Act of 1951, which was 
H. R. 1612 at page 930. 

Very briefly, these four companies produce over 90 percent or 
approximately 90 percent of all the dehydrated onions and dehydrated 
garlic produced in the United States. 

They are vitally interested in sections 2, 13, and 20 of H. R. 5505 now 
before the committee. 

We are opposed to those three sections because we do not believe 
they are germane to any bill designed to simplify customs administra- 
tion and procedure. We think they are substantive policy changes. 
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We were very pleased to note in the letter from the committee ad- 
vising us that we would be permitted to appear, that the committee 
had already decided to limit the consideration of the hearings to 
amendments and sections in the bill which were strictly simplifications 
of customs procedure. 

Now, I would just like to make a very brief comment about each of 
the sections named. Section 2 of the bill involves amendments to the 
antidumping act of 1921 and the countervailing duty statute, which 
is section 303 of the Tariff Act of 1930. 

The changes involved there could not in any manner of means be 
called a customs procedure simplification. The change in the dumping 
statute is not terribly important, but I think we must keep in mind 
that the administration proposal originally was to change the require- 
ment of injury in the dumping statute to the requirement of material 
injury, the effect of which, in my opinion, would have been the same 
as repealing the statute entirely, it would have been a congressional 
ratification or approval of the manner in which the Treasury De- 
partment has almost completely ignored the provisions of the anti- 
dumping statute. 

In that connection I would like to refer the committee to a case 
which is pending before the Treasury Department under the anti- 
dumping statute against dumped imports of almonds from Spain and 
dumped imports of almonds from Italy. 

I would like to submit to the committee for its consideration a copy 
of a brief we filed in the almond case on April 3, 1952, and for the 
record I would like to submit a memorandum which our office has 
prepared for the committee entitled “Legal Duties and Functions 
Under the Antidumping Act, 1921.” Tam convinced that when the 
committee reads the memorandum concerning the duties of the Treas- 
ury Department and the manner in which they have ignored them, it 
will agree with me that this is probably one of the most flagrant viola- 
tions of law by an executive agency that could be cited. 

Senator Jounson. Mr. Breckinridge, did you want that made a part 
of the hearing? Do you want that inserted in the hearing? 

Mr. BreckinrinGe. Yes, sir. 

Senator Jounson. It is a rather long document. I presume it can- 
not be-—— 

Mr. Brecxinrincr. That cannot be cut down. The brief itself, sir 
I am just submitting for the committee’s consideration. 

Senator Jonnson. That will be in our files. 

Mr. Breckxinripge. Yes, sir. 

(The brief referred to is on file with the committee. ) 

Mr. Brecxinrivee. I am informed that a member of the committee 
some time back attended a conference with the Treasury Department 
officials at which this almond dumping case was discussed, and at that 
time the Treasury—the Assistant Secretary of the Treasury, Mr. Gra- 
ham—promised that a full record of the manner in which they con- 
ducted their investigation, and a full record of the evidence which 
they considered in reaching their conclusion would be submitted to 
the committee for review. For that reason I think this brief and this 
memorandum which I have submitted for the record has great signifi- 
cance to the matier being considered by the committee. 

As a supplement to the complaint against dumping which was sub- 
mitted to the Treasury Department, and there ignored, and as a com- 
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plaint against unfair trade practices and unfair methods of 
competition employed by Italy and Spain in exporting almonds to 
the United States, we filed a | complaint under oath with the Tariff 
Commission under section 337 of the Tariff Act of 1930, which pro- 
vides for an exclusion of imports if unfair trade practices or methods 
of competition are being employed by foreign producers or exporters 
or by foreign governments. 

Incident: ally, I would like to submit a copy of that complaint for 
the record, which is only five pages long. 

S»nator Jounson. All right. “It m: ay be inserted. 

Mr. Breckrnrice. That complaint was dismissed summarily by 
the Tariff Commission with the mere suggestion that there was an 
alternative remedy under the dumping statute which, according to 
the words of this committee in 1922 as to the intent behind the sec 
tion 537, was certainly not consistent with the intent of Congress. It 
was dismissed without a hearing, which appears to be mandatory under 
the statute. It was dismissed summarily without even giving the 
almond industry its day in court. 

As a result, we filed an applic ation for a petition for reconsidera- 
tion on April 23, in which we review the legislative history of section 
337 before this committee, and the court cases decided under the stat- 
ute. These show very clearly that section 337 was designed as a sup- 
plement to and a more complete remedy for American producers 
against unfair trade practices even though they might at the same 
time constitute dumping, and I would like to submit that petition for 
reconsideration for the record, which is only 4 pages long. It will 
be interesting to see what action the Tariff Commission takes on this 
petition. 

Senator Jomnson. It will be made a part of the record. 

Mr. Brecktnrince. I submit those to the committee in order to show 
how the administration has ignored the statutes which were very 
clearly designed for the protection of American industries, and to 
show how badly we need a strengthening of the antidumping statute 
rather than any weakening or affirmation of the existing executive 
policy of ignoring the obvious intent of Congress. 

We have certain recommendations that we would like to make in 
connection with the antidumping statute, such as that the injury 
requirement should be eliminated, and that it should be administered 
by the Tariff Commission rather than the Treasury Department, 
where all other investigations of that type are conducted, the anti 
dumping statute and the countervailing duty statute being the only 
exceptions, 

However, we recognize that such recommendations should not b 
included in this bill if it is to be a customs simplification bill. Appro 
priate recommendations for amendments will be made at the appro 
priate time. 

We think that section 2 should be merely eliminated from the bill. 

Now, section 2 deals also with the countervailing duty statute, which 
is section 303 of the Tariff Act of 1930, It proposes—the principal 
proposal there is to add to section 303 the requirement of injury simi 
lar to the requirement now in the antidumping statute. We submit 
that if the committee and the Congress did that, it would constitute 
a license for the administration to ignore the countervailing duty) 
statute, as they have ignored the antidumping statute. We do not 
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think that would be consistent with the policy of this committee which 
the Congress adopted last year in the Trade Agreements Extension 
Act, which primarily provided new avenues of relief to American 
producers and recognized the growing tendency of imports and unfair 
trade practices to injure American producers. 

Section 13 of the bill involving the valuation of imports for customs 
purposes is a very complicated section, but principally it changes the 
basis of valuation on which our ad valorem duties are based from 
the existing practice for foreign value or export value, whichever is 
higher, to export value, as the principal method of valuation and 
eliminating foreign value entirely as a consideration in levying and 
collecting import duties. ran 

The general effect of that will be to lower the protective incidence 
of most, if not all, ad valorem duties. IT think the Bureau of Customs 
itself will admit that historically the foreign value has been higher 
than the export value. In the case of dehydrated onions and dehy- 
drated garlic the duty is on an ad valorem basis, and section 13, if 
adopted, would reduce the protective incidence of those duties. 

There is another important factor involved in section 13. If we 
adopt the export value as the principal value for customs purposes, the 
courts could construe that, and I fear might construe it as nullifying 
the antidumping statute. 

To illustrate that, I can give an example. In the case of almonds at 
the present time, the foreign value, based on the official rate of ex- 
change, is about 92 cents per pound. The export value, based on a 
specific multiple rate of exchange for exporting almonds, is about 37 
cents per pound, and that is the basis of our dumping complaint. 

sut if the Congress enacted this provision, section 15, making export 
value the principal basis of valuation, it could be claimed that since 
the 37 cents is the legal export value under section 13 and, there- 
fore, could not be complained of or that it could not constitute dump- 
ing under the antidumping statute. 

Now, that is a very serious danger which I think the committee 
should consider carefully. 

On section 20, which involves the conversion of foreign currency for 
customs purposes, against this is a very complicated section, and J 
do not profess to be an expert on all the ramifications of foreign cur 
rencies and these frequent manipulations for various reasons, but the 
danger involved is, in my opinion, that the section as now written 
recognizes and authorizes foreign countries to use various multiple 
rates of exchange for various gommodities and to manipulate those 
various rates as they see fit, depending on whether they want to en- 
courage or discourage either exports or imports of th: at. commodity, 
which can be one of the most vicious forms of foreign trade control 
known. It would be inconsistent with the entire foreign trade policy 
of this Congress. 

Again, we think that that section 20 should come out of the bill 
entirely because we believe it is a substantive policy change rather 
than a change in customs procedures. 

If there is to be any change in the law at this time I think the com- 
mittee should atttempt to define a single rate of exchange — W a d 
be applicable in all customs transactions, and that such rate of 
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change should be that most nearly representative of the commercial 
value of the foreign currency involved in general commercial trans- 
actions. 

The dehydrated onion and garlic industry is particularly concerned 
about this antidumping question and countervailing duty question, and 
the relationship of sections 13 and 20 thereto, because of the serious 
threat of subsidization and dumping of these products by Egypt. 
Representatives of Egypt, of the Egyptian industry, and of the Egyp- 
tian Government, have been in the United States to learn our methods 
of producing dehydrated garlic, the standards desired by our consum- 
ing trades, and they have gone so far as to state that they intend to 
take over a substantial portion of the American market even if they 
have to have subsidies from their Government to do so. 

They have also hired one of the plant managers from one of our 
largest dehydrating plants in the United States, who is over in Egypt 
now teaching them how to make dehydrated onions and garlic that 
will come up to the high standards demanded in this market. Here 
we have a very real threat of dumping and/or subsidizing exports, 
and we feel that that is exactly the type of thing that these laws were 
designed to prevent or to offset. We know that any weakening of 
those laws, or any affirmation or approval of the administration policy 
of ignoring them, would certainly work to the disadvantage of this 
industry, and many others in a similar position, of which there are 
many. 

One suggestion that we would like to make, short of a change in 
the law, which we do not think is proper in this bill, is mn the com- 
mittee might in its report on this bill, express the desire or instruction 
that the Treasury Department and the Tariff Commission more vig- 
orously administer these statutes for the protec tion of American indus- 
tries and that they give the benefit of any doubts to the American 
industry which is essential if the pense) v of the statutes is to effectuated. 

That is all of my statement, 

(The documents previously oad to are as follows:) 


Before the United States Tariff Commission 


A CoMPLAINT UNDER OATH ALLEGING UNFAIR METHODS OF COMPETITION AND 
UNFAIR ACTS IN THE IMPORTATION OF ALMONDS INTO THE UNITED STATES 
PARTICULARLY AGAINST ITALIAN AND SPANISH IMPORTS 


Application for Immediate Investigation and Exclusion from Entry Into the 
United States of Imported Almonds 


UNDER THE PROVISIONS OF SECTION 3y7 OF THE TARIFF ACT OF 1930 


The Complaint of the above-named complainant, California Growers Exchange, 
respectfully shows: 

I, Complainant, California Almond Growers Exchange, is a cooperative organ- 
ization of over 5,000 American almond growers who produce, process, and market 
approximately 70 percent of all almonds grown in the United States. Com- 
plainant’s principal place of business is located at Sacramento, California. 

The undersigned, on behalf of D. R. Bailey, General Manager of the Cali- 
fornia Almond Growers Exchange, does hereby allege under oath: 

(A) Spanish, Italian, and other foreign exporters and importers of almonds 
into the United States have engaged in and are currently attempting to engage 
in— 
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‘ial 1. Unfair methods of competition; and 
ns- 2. Unfair acts—in the importation of almonds into the United States; and 
(B) That such unfair methods of competition and such unfair practices in 
import trade tend to substantially injure the American almond growers and 
ned the American almond industry, which is and has been efficiently and economi- 
ind cally operated in the United States. 
ous Ill. Briefly, the facts on which the allegations of this complaint are based are: 
"pt 1. That Italy and Spain have in the recent past sold and currently threaten 
, to sell almonds in the United States at less than their fair value and/or 
yp- eost of production and make up the difference through various improper 
ods exchange transactions, through three-cornered or multiple-cornered barter 
im- transactions and through various other methods of selling almonds in the 
| to United States at less than their fair value and/or cost of production, under 
circumstances which constitute unfair methods of competition and unfair 
hey practices in import trade which are declared unlawful by Section 337 (a) 
of the Tariff Act of 1930, 19 U. S. C. 1337 (a). 
ur 2. Section 3387 (c) of the Tariff Act of 1930, 19 U. S. C. 1337 (c), provides 
ypt that— . 2 ei ; ; : 

“The Tariff Commission shall make such investigation * * wT 

hat herein requested. 

ere 8. Concerning the effect or tendency of these unfair trade practices and 
rts, unfair methods of competition in the importation of almonds into the United 
States to substantially injure the American almond industry, it is sufficient 
to state that because of the numerous recent investigations of the American 
. almond industry and almond import trade conducted by the Tariff Commis- 
ICV sion indicating such to be the case, it is unnecessary to give a detailed state- 
his ment of the almond industry facts in this complaint. However, stated briefly 
are such unfair trade praetices and unfair methods of competition tend 

(a) To injure and nullify the attainment of the objectives of the 

: Federal Marketing Agreement and Order Program supervised and 

in operated by the United States Secretary of Agriculture, under which he 
ym- has declared 25% of the American almond production to be surplus and 
ion required that such surplus almonds be disposed of in non-competitive 
: channels. 

(b) To injure and nullify the recent action of this Tariff Commission 
and the President in imposing a tariff-quota on the importation of 
almonds, which tariff quota was designed to prevent injury to the 
Federal almond support programs conducted by the Department of 
Agriculture and to prevent injury to the American almond growers. 
‘Lhe Tariff Commission bas already officially found that even fair im- 
ports tend to nullify the U. S. Department of Agriculture programs and 
to injure the American almond growers. 

(c) To nullify the recent Section 82 division program of the U. 8. 
Department of Agriculture whereby the Department of Agriculture is 
spending over two million dollars of the American taxpayers money to 
subsidize the diversion of surplus almonds to the production of oil and 
for feeding to cattle. 

Recently, and at the very time this complaint is being filed with this Commis- 
sion, an official delegation from Spain, under the auspices of the Spanish Govern- 
ment itself, is present in this country seeking ways and means to dump upon the 
American market 2,000,000 pounds of Spanish almonds at prices far below fair 
value. The very threat of this supply of Spanish almonds, offered below fair 

nge, value, overhanging the United States market—to say nothing of the additional 
quantities of both Spanish and Italian almonds available for export to this 
ran- country—has been and is seriously disrupting the American aimond market and 
*ket substantially injuring the American almond industry. 
om- Under all these circumstances it is patently obvious that even the slightest 
unfair trade practice or unfair method of competition (and far more is here 
ali- involved) utilized in the importation of almonds into the United States will 
cause serious injury to the American almond industry, an efficiently and eco- 
nds nomically operated industry, and compound the injury already being caused to 
age American almond growers, to the government support programs and to the Amer- 
ican taxpayers generally. 


ere 
of 
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A detailed presentation of the facts and evidence in support of these allegations 
is contained in the attached brief presented today to the Secretary of the 'Treas- 
ury. This brief addressed to the Secretary of the Treasury, hereby made a part 
of this complaint and application, is attached as Appendix A. 

IV. Pending the investigation and hearing by the Tariff Commission herein 
and a final determination of the facts in this case, it is requested that the Tariff 
Commission recommend to the President that he request the Secretary of the 
Treasury to forbid entry of Spanish, Italian and other foreign almonds into the 
United States until this investigation is completed, pursuant to the provisions 
of Section 337 (f) of the Tariff Act of 1930 which reads as follows: 

“Whenever the President has reason to believe that any article is offered 
or sought to be offered for entry into the United States in violation of this 
section but has not information sufficient to satisfy him thereof, the Secre- 
tary of Treasury shail, upon his request in writing, forbid entry thereof 
until such investigation as the President may deem necessary shall be 
completed ; except that such articles shall be entitled to entry under bond 
prescribed by the Secretary of the Treasury.” 

Attached as Exhibit No. 1 is copy of a letter to the President, dated April 3, 
1952, requesting such temporary exclusion of almonds, except under bond, 
pending completion of this investigation. 

The almond industry of the United States is faced with an extreme emer- 
gency and this complaint has of necessity been prepared under severe limita- 
tions of time. However, it is earnestly requested that the Tariff Commission 
order an investigation and call a public hearing immediately on the matters 
above set forth. Representatives of this complainant, of other United States 
growers and packers of almonds will be prepared to present a full documenta- 
tion by all evidence available to them. It is also requested that the Tariff 
Commission, through sources available to it, investigate and evaluate other 
evidence pertaining hereto in foreign countries which is not readily available 
to the American almond growers. 

Wherefore, Complainant, California Almond Growers Exchange, prays that 
this Commission forthwith make an investigation of the matters alleged herein, 
pursuant to Section 337 of the Tariff Act of 1930, hold public hearings thereon, 
issue its findings on all the evidence presented, and transmit the final findings 
of this Commission to the President of the United States, and prays for such 
other and additional relief as to the Commission shall deem proper in the 
premises. 

Respectfully submitted in behalf of D. R. Bailey, General Manager, California 
Almond Growers Exchange: 

By JOHN BRECKINRIDGE, 
Attorney, 
Munsey Building, Washington, D. C. 


KARL D. Loos, 
LEWE B. MARTIN, 
JOHN F. DONELAN, 
Munsey Building, Washington, D. C. 
Of Counsel. 


APRIL 3, 1952. 


DISTRICT OF COLUMBIA, 88: 

John Breckinridge, being first duly sworn, says that he has read and executed 
the foregoing complaint and application, that he knows the contents thereof 
and that said matters set forth therein are true and correct, to the best of 
his knowledge and belief. 

JOHN BRECKINRIDGE. 

Subscribed and sworn to before me by the said John Breckinridge this 3d 
day of April 1952. 

—_—_- ————, Notary Public. 

Copies of the foregoing complaint and application have been mailed by me 
postage prepaid this 38d day of April 1952 to the Spanish Ambassador, Spanish 
Embassy, and the Italian Ambassador, Italian Embassy, both in Washing- 
ton, D. C. 

JOHN BRECKINRIDGI 
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Before the United States Tariff Commission 
PETITION FOR RECONSIDERATION 


A COMPLAINT UNDER Oatr ALLEGING UNtArR METHODS oF COMPETITION AND 
UNFAIR ACTS IN THE IMPORTATION OF ALMONDS INTO THE UNITED STATES PaArR- 
TICULARLY AGAINST ITALIAN AND SPANISH IMPORTS 


Reapplication for Immediate Investigation and Erclusion From Entry Into the 
United States of Imported Almonds 


UNDER THE PROVISIONS OF SECTION 337 OF THE TARIFF ACT OF 1930 


The California Almond Growers Exchange, petitioner, on Aprid 3rd filed a com- 
plaint alleging unfair methods of competition and unfair acts in the importation 
of almonds into the United States, particularly against Italian and Spanish 
imports. The complaint alleged acts within the purview of Section 337 of the 
Tariff Act of 1980. By letter dated April 10, 1952, petitioner was notified that the 
complaint had been dismissed without investigation or hearing on the grounds 
that, apparently, the unfair acts alleged were covered by the Anti-Dumping 
Act of 1921. 

Petitioner hereby requests that the Tariff Commission reconsider its decision 
to dismiss the complaint and grant petitioner a hearing for the purpose of prov- 
ing its allegations. 

Petitioner is informed and believes that the unfair acts alleged in its com- 
plaint are covered by Section 337 of the Tariff Act. In support of its conclusion 
petitioner has attached hereto a memorandum of points and authorities. 

In the event the Commission adheres to its position, petitioner requests that 
the Commission set forth more fully and completely the reasons on which the 
Commission reached its conclusions. Specifically petitioner asks that the follow- 
ing questions be considered : 

1. Whether the complaint failed to state facts sufficient to support its claim for 
relief? 


2. Whether the complaint was considered frivolous in that there is no basis for 
bringing the complaint? 
» 


3. Whether complaint was dismissed solely because the facts indicate petitioner 


has a remedy under the Anti-Dumping Act of 1921? 

4. Whether the complaint should be dismissed even though another less-ade- 
quate remedy has actually been invoked and relief granted is found to be in- 
adequate? 

Petitioner urges that these questions be considered fully and discussed in the 
Commission's dismissal of this action without hearing or investigation. 

Respectfully submitted. 

JOHN BRECKINRIDGE, 
ittorney for California Almond Growers Association. 

Porr, BALLARD & Loos, 

Kari D. Loos, 

JOHN BRECKINRIDGE, 

JOHN F. DONELAN, 

Dickson R, Loos, 
Attorneys. 


WasHINGTON, D. C., April 23, 1952. 


MEMORANDUM IN SUuPporT OF PETITION FoR RECONSIDERATION 


I, LEGISLATIVE HISTORY 


"7 


Section 337 of the Tariff Act of 1930 was taken from section 316 of the Act 
of 1922. Senate Report No. 37, 71st. Cong., First Sess. (1929) states that the 
only changes were to clarify the review provisions by the Court of Customs and 
Patent Appeals. 
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Going back to the Tariff Act of 1922, the Congressional intention in enacting 
Section 337 is clear beyond doubt. Senate Report No. 595, page 3, 67th Cong., 
Second Sess. (1922) reported on this section as follows: 

“The provision relating to unfair methods of competition in importation 
of goods is broad enough to prevent every type and form of unfair practice 
and is, therefore, a more adequate protection to American industries than 
any antidumpting statute the country has ever had.” 

There can be no doubt that Congress intended to write a statute broad enough 
to cover acts alleged in petitioner’s complaint. The Senate committee report 
said it was designed to guard against all types of unfair trade practices. Com- 
plaint alleges that almonds from Italy and Spain have been and will be sold in 
the United States at less than fair value and that the difference is made up 
through improper exchange manipulation. The effect of the unfair trade prac- 
tices are also set forth in the complaint. The committee report says that it 
enacted section 316 of the Tariff Act of 1922 (the same as section 337) in order 
to give more protection to domestic industries than any of the antidumping acts. 
This section was designed to supplement the Antidumping Act. It was never 
intended to be an exclusive remedy available only when no other exists. 

Senate Report 37, Tist Cong., First Sess. reporting on the Tariff Act of 1930 
further states that it eliminated a provision added by the House of Representa- 
tives empowering the President to raise the duty by 50% to offset violations of 
section 337. This provision was eliminated, the report explaining that since 
it was an inadequate remedy it should not be included as a means of alternative 
relief. 

The conclusigns derived from the statutory history of this section lead to an 
opposite result from that of the Tariff Commission. Congress intended section 
337 to cover all kinds of unfair acts; it intended that this section should present 
a more adequate remedy than the antidumping statutes, and it was an unmis- 
takable effort to protect domestic producers from unfair competitive practices 
and acts of foreign producers. 


II. DECISIONS OF THE COURT 


There are two leading cases which, when taken together, have gone far in 
delineating the scope of section 337. In Frischer 4 Company vs. Bakelite Cor 
poration, 39 F (2d) 247 (1980), the Court had before it an unfair practice in 
the plastics industry. The Tariff Commission found on the facts that an unfair 
practice within the scope of section 337 existed. There the Court said: “What 
constitutes unfair methods of competition or unfair acts is ultimately a question 
of law for the Court and not for the Commission”, The Court went on to say: 
“Each case of u) fair competition must be determined upon its own facts * * *” 
In this case the Court had an example of a foreign importer palming off its goods 
as that of a domestic producer. That, of course, is a classic example of an un- 
fair trade practice. The Court made no attempt to limit the definition of un- 
fair methods of competition and unfair acts. In fact, the Court cited the lan- 
guage, on page 259, of the Senate Report No. 595 and commented as follows: 

“It is very obvious that it was the purpose of the law to give to industries 
of the United States not only the benefit of the favorable laws and condi- 
tions to be found in this country, but also to protect such industries from 
being unfairly deprived of the advantage of the same and to permit them to 
grow and develop.” 

The other case, In re Amtorg Trading Corporation, 75 F (2d) 826 (1935), in 
volved a complaint alleging patent infringement by Russia in the commercial 
production of phosphate rock. The Tariff Commission found the acts complained 
of were unfair methods of competition within the meaning of section 337. The 
Court of Customs and Patent Appeals reversed that holding stating that, as a 
matter of law, a patent holder is not entitled to protection abroad and therefore 
the Tariff Commission's findings must be reversed. The Court held that the 
Tariff Commission cannot find acts amount to unfair methods of competition 
when such have been legally declared not to be unfair. Here the basis of the 
complaint was patent infringement abroad; it had been held that a domestic 
producer is not entitled to patent protection in any country but the United 
States, therefore the actions complained of were not unfair. In arriving at this 
result the Court made the following observation: 

“This language (speaking of section 337) is broad and comprehensive. 
It covers a large field as do the words ‘due process of law’, ‘unjust dis 
crimination’, may include acts which have never been specifically declared 
by the Courts to be unfair.” 





T 
com 
Stat 
in t 
fore 

Ce 
that 
prac 
whit 
mea 
into 
that 

T) 
reco 
was 
sucl 
deci 
sion 
is n 
Sect 
is m 
337 
acts 

TI 
Stat 
acti 
inve 


Pt 


esti 
at la 
Apri 
gres) 
is w 
Seng 
lette 

Tl 
Agri 
Fig 
Dep: 
com 
Act ‘ 

TI 
abso 
pres 
of di 
ment 
Tari 

Th 
to th 


ice 
lan 


igh 
ort 
ym- 
| in 
up 
‘ac- 
t it 
der 
cts. 
ver 


930 
ita- 
; of 
nce 
tive 


) an 
tion 
sent 
mis- 
ices 


r in 
Cor 
e in 
fair 
V hat 
‘tion 
Say: 
: *? 
oods 
} un- 
' un- 
lan- 


tries 
midi- 
from 
m to 


), in 
reial 
Lined 
The 
as a 
fore 
| the 
itior 
f the 
estic 
nited 
t this 


aAsive, 
t dis 
lared 


CUSTOMS SIMPLIFICATION ACT 


This recognizes the flexible connection of the phraseology “unfair methods of 
competition” and “unfair acts in the importation of articles into the United 
States.” This is an evolving term. Deliberate currency manipulation resulting 
in the sale of articles into the United States by foreign exporters at less than 
foreign market value is of relatively recent origin. 

Congress deliberately provided language broad enough to include new devices 
that might be developed as well as the existing classic instances of unfair trade 
practice. And the language is not limited to “unfair methods of competition” 
which it might be contended as having a somewhat restricted and technical 
meaning ; the language includes as well “unfair acts in the importation of articles 
into the United States.” This term is broad enough to include anything done 
that has an unfair result in connection with the importation of any article. 

Thus, the Congressional intention in the enactment of Section 337 has been 
recognized by the Courts. These two cases both recognize that the language 
was intended to be broad and comprehensive; the only limitation being that 
such acts which have been declared not to constitute an unfair practice in prior 
decisions may not be considered as in violation of Section 337. The Court deci- 
sions emphasize that Section 337 was enacted to protect domestic industry. There 
is nothing in any of the Court opinions which indicate that the remedy under 
Section 337 may be pursued only if there is no other remedy available. There 
is much to indicate in the legislative history and the Court decisions that Section 
337 was enacted to provide a truly adequate remedy covering all cases of unfair 
acts in importation of goods. 

The complaint alleges unfair acts in the importation of articles into the United 
States within the meaning of Section 337. The result of the Tariff Commission’s 
action can only mean that, on review, a Court must send the case back for 
investigation and hearing to determine whether the acts alleged can be proved. 

JOHN BRECKINRIDGE, 
Attorney for California Almond Growers Exchange. 
POPE BALLARD & LOOS. 
KARL D. Loos. 
JOHN BRECKINRIDGE. 
JoHN F. DONELAN. 
Dickson R. Loos. 


Senator Jonnson. We thank you for your appearance here and for 
the help you have given us in this matter. 

Mr. Brecxinripce. Mr. Chairman, we certainly appreciate the op- 
portunity of appearing. 

(The following excerpt from the Congressional Record of May 12, 


1952, was subsequently made a part of the record on this subject :) 


Tur CALIFORNIA FIG INDUSTRY 


Mr. Hunter. Mr. Speaker, there has come to my attention two rather inter 
esting letters. One is a letter written by Mr. John Breckenridge, an attorney 
at law, addressed to the Honorable Harry P. Cain, United States Senator, dated 
April 5, 1952. This letter was inserted by Senator Cain on page 365) of the Con- 
gressional Record of April 7, 1952. The other letter, which is dated April 16, 1952, 
is written by the Honorable Charles F. Brannan, Secretary of Agriculture, to 
Senator Cain, in which Secretary Brannan comments upon Mr. Breckenridge’s 
letter previously written to Senator Cain. 

The subject of this correspondence is the action taken by the Secretary of 
Agriculture and others on an application filed on March 7, 1952, by the California 
Fig Institute with the United States Tariff Commission and the United States 
Department of Agriculture under the provisions of section 8 (a) and section 7 
commonly referred to as the escape clause—of the Trade Agreements Extension 
Act of 1951, Public Law 50, Eighty-second Congress. 

The relief requested by the California Fig Institute was the imposition of an 
absolute import quota on imports of dried figs which is necessary to lessen the 
present injury and to prevent further injury to the American growers and packers 
of dried figs caused by excessive imports of dried figs as a result of trade-agree- 
ment concessions—tariff reduction—contained in the General Agreement on 
Tariffs and Trade. 

This application requested the Secretary of Agriculture to determine and report 
to the President and the Tariff Commission under the provisions of section 8 (a) 
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of the Trade Agreements Extension Act of 1951 that, because of their perish- 
ability, dried figs require emergency treatment in the investigation and deter- 
mination of the need for relief in the form of an import quota under section 7 of 
said act. Said section 8 (a) provides that whenever the Secretary of Agriculture 
makes a determination that an agricultural commodity is perishable and requires 
emergency treatment under said section 7, final action by the Tariff Commission 
and the President must then be taken within 25 days. 

Upon consideration of the case, the Secretary of Agriculture determined that 
the outlook for imports of dried figs in the balance of the 1951-52 season was 
not such as to require emergency treatment in the form of an investigation and 
action within 25 days. No determination was made as to whether dried figs 
should be classified as perishable. If figs are not perishable, I would like to know 
what agricultural commodities the Secretary thinks are perishable. 

Now, to get back to the letters. The letter of the Secretary of Agriculture: is 
devoted principally to taking exception to the statements made in the letter of 
Mr. Breckenridge. I am personally involved, because both parties quote me 
indirectly as to what transpired at a conference between Senator Richard Nixon 
and myself and Assistant Secretary of Agriculture Knox T. Hutchinson and Mr. 
Francis A. Flood, Acting Chief of the Office of Foreign Agriculture Relations of 
the Department of Agriculture. This conference was called for the purpose of 
discussing the application of the California Fig Institute filed with the Tariff 
Commission and the Department of Agriculture. 

Upon reading the accounts of what went on at that conference, as contained 
in the letters of Mr. Brannan and Mr. Breckenridge, neither of which gentlemen 
were in attendance, I am of the opinion that neither has related with full accuracy 
or completeness what actually transpired. I do not criticize them for this, nor 
do I mean to impugn their veracity in the least, because, as I say, neither of them 
was present, and what they may know about that conference they necessarily had 
to learn from me or other parties present. And, as happens in the case of wit- 
nesses to an automobile accident, very seldom is the testimony identical. 

Iam not going into the details of what actually took place at this conference. 
Suffice it to say that I did not consider it a particularly satisfactory meeting. 
Mr. Hutchinson was present, having been handed a “hot potato” by Mr. Brannan. 
That in itself is not unusual, because one of Mr. Hutchinson’s duties as Assistant 
Secretary is to catch hot potatoes. Mr. Hutchinon, however, only caught this 
particular hot potato a very short time before the meeting. Consequent!y, he 
knew practically nothing about it. Mr. Flood, on the other hand, although he 
knew more than Mr. Hutchinson about the subject at hand, did not impress me 
as being at all fully informed with respect to conditions in the fig industry and 
the reusons for its current request fer relief. I had hoped that Senator Nixon 
and I would have the opportunity to discuss the matter with someone more fully 
cognizant cf the facts than Mr. Flood or Mr. Hutchinson. I would have pre- 
ferred that the Secretary had, himself, consulted with me and Senator Nixon, 
together with representatives of the fig industry—this particularly in view of 
the fact that the Secretary had previously consulted with importers. Such a 
conference was requested but turned down by the Secretary on the ground that 
his commitments were such that he did not have the time. 

Regardless of what anyone may claim as to who said what to whom, the fact 
remains that following the conference in question, the Secretary reached a 
conclusion which was adverse to the American fig growers and favorable to the 
foreign fig growers and importers, a conclusion which I, as a Representative of 
a district in which substantial quantities of figs are produced, deeply regret. 

In the Secretary’s letter to Mr. Breckinridge, he advised the latter that Mr. 
Flood homesteaded in Wyoming and taught in various agricultural colleges, thus 
inviting the inference that Mr. Flood is a bosom friend of American farmers. 
Be that as it may, it does not alter the fact that Mr. Flood is employed by and 
paid by the Foreign Service of the State Department. 

The Secretary states that the Department of Agriculture did not consult the 
State Department in this case. In my opinion, his disclaimer is entirely irrele- 
vant since it would be unnecessary to ecnsult with the State Department under 
the circumstances. Mr. Flood, as Chief of the Office of Foreign Agricultural 
Relations, is the principal adviser to the Secretary and to the officials of the 
Department of Agriculture on foreign-trade policy. He is, however, as I previ- 
ously stated, an employee of the State Department and not the Department of 
Agriculture. Obviously, then, the State Deparment’s influence could not help 
but be felt. 
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A considerable number of the Members of this body are becoming increasingly 
alarmed with the actions and attitude of the Office of Foreign Agricultural Re 
lations. My distinguished colleague and fellow Californian, Mr. John Phillips, 
who has observed its operations for the last 15 years, is deeply concerned. Also 
uneasy about the situation are such gentlemen as Mr. Horan, of Washington, 
and Mr. Whitten, of Mississippi. This oflice was established for the purpose 
of serving the interests of United States farmer by observing and reporting con- 
ditions in foreign countries which are of importance from the standpoint of 
competition and export demand. I understand this to mean that the Office 
should help American farmers not only in finding export outlets for their products 
but also help protect American farmers in every way it can against unfair 
foreign competition. It is astounding to me, however, to observe that more and 
more this office seems intent upon finding markets for the agricultural products 
of other nations in this country to the detriment of domestic producers. Not 
only that, its representatives have been known to encourage other countries to 
buy their own agricultural needs, not from American farmers but from producers 
in nondollar areas, thereby saving those countries’ dollar exchange for the pur 
chase of other United States products. 

It is indeed unfortunate that the principal adviser to the Secretary of Agri 
culture and to the officials of the Department of Agriculture on foreign-trade 
policy is employed by and paid by the Foreign Service of the State Department. 
The primary interest of the Department of Agriculture should be in the problems 
and welfare of American farmers. To have as its principal foreign-trade adviser 
a person employed by and paid by the State Department is inconsistent with 
that interest. No matter what such adviser’s background may be or no matter 
how great his ability and integrity, he cannot help but listen to and be influenced 
by the policies of the State Department, which at no time in recent years have 
been consistent with the best interests of a very large segment of American 
agriculture. 

It is to be remembered that Secretary of State Acheson was opposed to the 
escape clause in the Trade Agreements Act, in the first place, and ever since its 
enactment last year, he has been engaged in a continual rearguard fight against 
it. 

Willard L. Thorp, Assistant Secretary of State in charge of economic mat- 
ters, said in a New York speech the other day that he was greatly concerned 
with the significant increase in demands of American producers for protection. 

Secretary Acheson says that the escape clause should be applied only to cases 
of genuinely serious injury to domestic industry. Apparently, serious injury 
to him means that a farmer must lose his market, his land and his barn and 
ask to be put on relief rolls before he has suffered genuinely serious injury, 

Those sick-hearted souls who are losing sleep because farmers are asking for 
protection against foreign imports would do well to come out to California and 
sit under a fig tree long enough to see what is going on. They will discover 
that fig growers there have an investment of some $35,000,000 in land and 
equipment. They also have an investment of years of toil and dedication to the 
culture of a fruit which the Federal Government itself years ago encouraged 
and actually promoted as a proper agricultural activity for the area They 
have homes and families. They are an established integral and valuable part 
of America. They are willing to compete with anyone in the sale of their 
product as long as conditions of competition are anywhere near fair. 

There is a limit to the extent to which these farmers can reduce their costs of 
production by efficiency and hard work, and they have pretty well reached that 
limit. They are caught in an over-all price structure over which they have no 
control. They either pay $1 per hour for unskilled farm labor, or they go 
without, and the figs are not harvested. The processing plants either pay $3 
per hour for skilled piece-rate workers, or those workers will go somewhere 
else—the aircraft industry, for example. Like labor, the cost of equipment and 
materials is also high and beyond their control. 

These farmers cannot compete with figs from the Mediterranean, where the 
standard of living of the producer is far lower—-where there is no such thing as 
a minimum wage. Costs of production despite a relative lack of efficiency and 
mechanization, beat anything the American producer can possibly match. On 
top of that there being a great demand for dollar exchange, foreign governments 
have developed a practice of manipulating their currency values in a manner 
which further accentuates the cost differential and produces a price that reflects 
even less than the real cost of the exported product. 
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And, to add a note of irony to the situation, the foreign fig producer is now 
threatening the livelihood of the American fig producer because of increased 
production and improved quality made possible by United States financial and 
technical assistance for which the American producer was required to con- 
tribute in the form of taxes. The California fig growers have been made to 
pay for their own possible extinction. And, you wonder why they are protesting. 

In recent years, an unhealthy transformation has taken place in the makeup 
of the Office of Foreign Agricultural Relations. The International Commodities 
Branch, which has within it a number of very able men, well acquainted with 
the commodities with which they are concerned and having first-hand knowledge 
of the problems of American producers of those commodities, had been gradually 
pushed in the background while more and more attention and money has been 
given to the Regional Investigation Branch, which is composed of persons, a 
considerable number foreign-born, who know practically nothing about American 
agriculture and are not particularly well-informed as to agricultural matters 
in the countries frem which they come or with which their duties are concerned. 

It is the Regional Investigation Branch which has represented American agri- 
culture at the international trade agreement conferences. This branch has given 
indication time and again that it is more interested in finding markets in the 
United States for foreign producers of agricultural products rather than finding 
foreign markets for American producers of such products. California specialty 
crops, which do not benefit under the mandatory price support programs and 
which are trying their best to stand on their own feet, have been and are being 
sacrificed in the interest of their foreign competitors. 

Even the House Committee on Appropriations is disturbed by the apparent 
subordination of the Office of Foreign Agricultural Relations to foreign-aid 
programs and the Department of State. It is so stated in its report accomma- 
nying the Department of Agriculture appropriation bill for fiscal year 1953, 
It is particularly disturbed by the fact that section 32 funds have been used in 
the purchase of mandatory support items for foreign aid. What has been done 
is to help bail out the Commodity Credit Corporation, which has been burdened 
with a surplus of these items. This practice is inconsistent with the main 
purpose for which section 32 funds are allocated, namely, to aid in the marketing 
of nonmandatory support crops, of which California specialty crops constitute 
an important part. 

It is interesting to note that the House committee reduced the budget request 
of: this office by $135,000. There is good reason to feel that the appropriations 
should be further reduced or entirely transferred to the State Department un- 
til clear evidence is shown by that office of complete indenendence of influence 
by the State Department and that the primary function it is performing is to 
serve the interests of American agriculture. In my opinion, unless it primarily 
serves the interest of American agriculture, it has no place in the Department 
of Agriculture. 

Getting hack to the subject of figs, the Secretary in his letter to Mr. Cain states 
that only 390 tons of foreign figs suitable for shipment to the United States during 
the remainder of the 1951—52 season were available in foreign countries as of 
January 1, 1952. The actual fact appears to be—from import figures fur- 
nished to me by the fig industry—on the other hond, that from January 1, 192, 
through April 25. 1952, 1476 tons of foreign figs have actually entered the 
United States destined for consumption in the United States: 687 tons in the 
form of whole dried figs and 839 tons in the form of fig paste. Thirty-eight tons 
arrived during the week ended April 25 and there is no indication that many 
more tons will not arrive between now and July 1. Both whole dried figs and 
the fig paste have the identical competitive effect in the United States market. 
Approximately 80 percent or more of the whole dried figs imported into the 
United States are converted to paste and used by bakers in fig bars. Compet- 
itive-wise it makes absolutely no difference whether bakers bring dried figs 
into the United States in the ferm of whole dried figs for the purpose of making 
paste or in the form of paste made in a foreign country. We do not know 
where the Secretary obtained his figure of 300 tons, but the fact is—if my figures 
are correct—that this figure represents approximately a 490-npercent error. The 
above import figures were furnished by a private reporting concern in New York, 
which has been utilized bv the California Fig Institute for several years and 
which has always been highly reliable, The figures are always very close to the 
official Department of Commerce figures when they finally become available 2 or 
3 months later. 

The Secretary then states that only about 3,000 tons of figs have entered the 
United States for consumption between July 1, 1951, through January 31, 1952, 
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and implies that that quantity was only about one-half what the fig industry in- 
dicated. were to come in. I think this is an entirely unfair implication of a mis- 
statement of facts by the fig industry and is wholly unsubstantiated by the facts 
available to me. The facts show that the fig industry indicated that imports 
for the entire crop year would probably reach 6,000 tons and actually to date, 
imports of figs—in the form of whole dried figs and in the form of dried fig 
paste—have totaled 7,992 tons, of which 2,154 tons have been rejected by the 
Food and Drug Administration as unfit for human consumption. 

The Secretary further states that American shipments o1 igs to date in the 
current crop year have exceeded those of the last crop year. He fails to state, 
however, that the relatively small shipments of last crop year were from a 
crop that was one-fifth below normal and that even with such a short crop 
that American figs backed up in the hands of packers had a substantially 
excessive inventory on hand at the end of the crop year, July 1, 1951, which was 
caused primarily by excessive imports. 

The Secretary also fails to state the very significant fact that the shipments 
this crop year have been made at a very substantial financial loss to the fig pack- 
ers and that figs have been selling for some time at less than the packers paid 
the growers therefor. I am informed that the Tariff Commission has informa- 
tion to prove that the American fig packers have lost almost $800,000 this crop 
year on a crop of figs worth approximately $5,500,000. That is a loss in excess 
of 10 percent of the entire value of the crop to the farmers. Certaixly, it is un- 
fair to imply that because the fig packers have shipped a small quantity of figs 
tbis year, at a loss, in excess of their shipments last year from a short crop 
indicates that no relief is justified. The Secretary, in his letter, then reaches 
the conclusion that during the remainder of the 1951-52 season, that domestic 
demand would have to be satisfied almost wholly from domestic sources until 
the new shipping season starts. This is wholly inconsistent with the fact that 
during the month of March and to April 25, 723 tons of foreign figs have entered 
the United States to satisfy domestic demand, while an equal amount of excessive 
carryover in the hands of American packers remains in warehouses in California. 

In the Secretary’s letter, he apparently assumes that the request for emer- 
gency treatment was made only in order to restrict imports during the balance 
of the current crop year. This assumption is incorrect, but even so, the neces- 
sity for emergency treatment would still be present. If relief is justified and is 
to be granted in the form of a quota for the coming 1952-53 crop year which be- 
gins July 1, 1952, every day of delay reduces the effectiveness of such relief in 
the desired effect of raising grower prices to or near parity. In my opinion, the 
Secretary fails to reeognize the psychological effect that would result from 
an early announcement of relief. If a limitation of imports for the coming crop 
year were announced immediately or had been announced 30 days from the time 
the application was filed with the Secretary, an immediate firming of Ameri- 
can prices would have had a much greater beneficial effect on grower prices 
than would an announcement of an import limitation on July 1, August 1, or 
September 1. A late announcement of an import limitation would help the pack- 
ers much more than it would help the growers whose prices may have already 
been determined and who are currently finding great difficulty or inability to 
obtain bank credit for working capital. 

In my opinion, the Secretary has not properly interpreted section 8 (a). That 
section was intended by Congress as an instrument which would enable him to 
anticipate difficulties and take corrective action well before those difficulties 
materialized. In my opinion, the following colloquy between Senator Holland, 
the author of section 8 (a), and Senator George, the manager of the trade-agree- 
ments bill on the floor of the Senate, clearly indicates the unmistakable inten- 
tion that section 8 (a) be used as a preventive measure, well in advance of 
any adverse occurrence, rather than a corrective measure after the injury has 
occurred—Congressional Record, May 23, 1951, page 5806: 

“Mr. HoLitanp. In connection with this question, I also submit my fourth 
question, as follows: In using in the report the following language, ‘The plant- 
ing, offering for sale, or shipment of large quantities of perishable products with- 
in or without the country may create conditions which may require emergency 
action, is it the intent that, when the Secretary of Agriculture reports in advance 
of planting and/or harvesting that such conditions exist, or threaten to exist, 
the President shall be authorized to take emergency action which will prevent 
the existence of these conditions rather than being compelled to wait until they 
actually occur? 

“Mr. Grorcre. Section 8 (a) is designed to offer relief, on the speediest basis 
possible, in accordance with the provisions of section 22 of the Agricultural Ad- 
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justment Act and the provisions of the escape clause in section 7 of the bill 


Under both these provisions it is not necessary to delay remedial action unti 
the injury has actually occurred 


“Mr. HOLLAND. I particularly appreciate that answer because it makes cleat 


for the record that neither the Sec retary ol Agriculture nor the President of the 


United States must needs wait until the actual excess amount of production 
s in hand, but that they are required to and may exercise reasonable foresizht 
and caution to determine, ahead of the actual existence of the 
the fact that there will be such an excess or tl 


l hat such an eXcess Is Seriously) 


eX CeSS } roduc i 





tances the Secretary of Agriculture will recor 

s r his decision a that emergency relief under section S (a 
necess or the re ed-fig industry 

I Infortunate it the critical problem currently facing the 
American fig dus t mixed up in a debate between the Secret 
ind M Dreckinridge Il most certainly hope it is not the Secretary’s intentio1 
to divert attention from that problem by attacki the integrity and vera 
of an individual spokesinan for the industry. IT have become involved because 
la interested in helping the California fig industry as well as all Califor 
specialty crops Any interest which I may have in Mr. Breekinridge is inci 
dental to that primary interest and springs from the fact that he has represented 
the fig growers and also the producers of numerous California specialty crops 
in their efforts to obtain protection against unfair competition fro rorelgi 
( ntries my opinion, as in the opinion of other Members of the Californ 
delegation, Mr. Breckinridge is to be commended for his vigorous approach and 
his courage of conviction in striving to correct a situation existing in the Offic 
of Foreign Agricultural Relations as well as elsewhere in the Government whiel 


is detrimental to the interests of a great many of the farmers of America 
Senatol JOHNSON. Does anvone else here clesire to testify ( If hot, 


the nearimg is recessed until 10 o clock LOMLOTTOW morning. 


( Whereupon, at 12:0: 


2: Uo p. m., the comuittee recessed, to reconvene 
at 10 a. m. ‘Tuesday, April 29, 1952. ) 
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TUESDAY, APRIL 29, 1952 


UN rep STATES SENATE, 
COoMMITTER ON FINANCE, 
Washington, 1D). ¢ 

The committee met, pursuant tO adjourl ment, at LU a. i... i room 
312, Senate Office Building, Senator Walter F. Georg Chairman ) 
presiding, 

Present : Senators George, Kerr, and Flande: 

Also present: Elizabeth 3. Springer, chief clerk: and Serge N. 
Benson, professional statl member. 

The Ciamman. The committee will come to order. 

Mr. Moss. you may come around. 

Senatoi O'Mahoney is scheduled first. but he not here. so we will 
just go right ahead. 

Mr. Moss. Thank you, Senator. 

The Cramnman. Other members of the committee ma wet in. You 
may identify yourself for the record. 


STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY, 
AMERICAN KNIT HANDWEAR ASSOCIATION, INC. 


Mir. Moss. My name is Harry A. Moss, Jr. Tam secretary of the 
American Knit Handwear Association, Gloversville, N.Y. 

The Cramman. You may be seated. 

Mr. Moss. Thank you. 

The Cuamman. You are appearing for whom / 

Mr. Moss. American Knit Handwear Association 

The Cramman. Handwear Association ? 

Mer. Mi SS. Yes. 

The Cnamman. All right. sir. What is that association ? 

Mr. Moss. This association, Senator, represents the Umited States 
less knit cloves ana mittens, and we are pleased 
to Go on record in favor of simplification of customs administrative 
laws, We lo hot think it Is fair to lmpose Wnneces r\ bur ns on 


manufacturers of seam 


importers by maintaining administrative provisions which hamper 
trade. 
At the Same time. we do assert the need for co) til wATION « t i protec- 


tive tarifl system mM this COUNTS for many ndustries such as ours. 
We believe that Congress should be critical of any moves which would 
| ndermine the protective tariff svstem which has been « tablished \ 
Congress. Any move which might weaken our tariff in the name of 


customs simplification should be scrutinized. 
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Some sections of the bill need comment. However, the shortness 
of the hearmgs notice and the preoccupation of our industry in sup 


plying gloves for the military compel us to limit our preparation and 
comment. Furthermore, we note that the more controversial points 
have been already analyzed by prior witnesses. ‘Therefore, we wis! 
toto ich upo ntl he following points: 

Section 2. Antidumping and countervailing duties: We see no 
Valid reason wh) ection 503 of the 1930 Tariff Act should be amended 
so that the procedures leading to imposition of a countervailing duty 


the Antidumpi y Act 


will be broadly the same as those required it) 
of 192] 

Section 5 would require that the Secretary of the Treasury not only 
l, as is now required, that an imported article enjoys the benefi 
of a foreign export subsidy, but that, in addition, it be determined 
th uw il Americal mdustry Is being, or 1s likely to be, Injured 
prevented or retarded from being established. 

What Justification is advanced for thus weakening the countervatl 
ing duty procedures? We wonder why some American industry, like 
ours, should be subjected tO providing proof of injury, in addition to 
proot of foreign government subsidy’ We contend that the test o1 

jury isan added burden in protecting American industry and should 
be deleted. It is to the advantage of industries such as ours that the 


; iy . . 
present ountervaliine Gury Provisions be maintained. 


Section 3. Special marking provisions: We favor elimination of 


unnecessary marking restrictions. We trust it will be clear from th 


committee's report that such simplification of administration will 
no way endorse leniency in the basic enforcement of the markn re 
quirements set forth in section 304 of the 1930 Tariff Act. We strong- 


strengthening of the provisions to prevent unf: ur competition. 
Section 11. = Iministrative exe mptions: Phe exemption of S10 > 


! boli luties, as proposed herein, 1s oe it. Iten 
be too emphat alts objected to. We will predict th: should tl] 
‘ remain as written, manv industries will be so i can by ma 
order linport col tition that Coneress will be Watlped with le@uit 
bist plaints. The result mav be an overwhelming demand for 
ai ro oti re die ire to afford Ui ry relief, It tak 
little Imagination to foresee the number of items selling at | t 
$10 per unit, foreign value, which ean be sold in this country thro 
Orc { mr. LO Ve lize the flood of hiport compelillo v} 
1 Ken] ‘ ld le OoOse, al | | do hot hel e There sSany } 
it need to be said on the subject. 
Section 15. Value: It is | roposed that section 402 of the 1! 
T i Act be amended, first o all by eliminating foreign value. W 
understand, from Orlor ieitianans of the Tre easury Department, t 
foreign value is difficult to ascertain and that export value, the pres 
alternative, Is predominantly used in assessing foreign merchand 
\] Chas V e would } efel retention of forelen value, if it Is Wnpract 
of ascertainn t. we conced s delet 


Note, however, that the dro] ping of foreign Value herel Sho 
not In any way e construed to detract from retention of the A) 
dumping Act of 1921 in its present form. 

i this connection, we suggest that in the fostern y of simplifica 





tion, the U.S. Tariff Commission be empowered by C ongress to make 
he investigations and recommendations required under the Anti 
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ess dumping Act and the countervailing duty provisions of the Tariff 

\p- Act, in line with the purpose for which the powers of the Tariff Com- 

nid Mission have been broadened since 1922, 

nts As for comparative value, we are at a loss to discover why it has 

ish) been introduced In this bill as an alternative bas of valuation, and 
we plead that it be stricken from the proposed act. It is so loo ely 

no defined that it is potentially “t loophole for assessment of lower tarifl 

led rates mm addition to bene unnecessary. 

uty Section 20 on conversion of currency seems to have been introduces 

Aer with no tangible foundation in simplification of customs procedur 
and we recommend that it be deleted from the pro) | act. 

nly that completes the statement of our industry, Mr. Chairma 

efit The Cn AIRMAN, You have introduced vour ¢ hntire staten 

ned the record 4 


rl Mr. Moss. Yes, sir. 
The Cratrman. Thank you. 
atl Mr. Moss. Thank you, sir. 
lik The Cnamman. Mr. Casey? Mr. Casey, you may be seated, 
1 to identify yourself for the record, please, sir, | 


ruld STATFMENT OF JAMES H. CASEY, EXECUTIVE SECRETARY, NA- 
the TIONAL ASSOCIATION OF LEATHER GLOVE MANUFACTURER 


1 of Mr. Casey. Mr. Chairman, my name is James H. Casey. and IT am 


thre executive nerman) of the National Association of Leather Glove 
1 Man acturel 
ze The mamMaNn. All right, Mr. Casey, we will be glad to hear y 
NY- If vou have a written statement vou wish to present, you may do ; 
ion. Mr. Casry. No: I have not, Senator. . 
1 will be very brief in what I have to say. 
Lit There are two thir in this bill that we wish to emph . 
{ sho ld he wivehn some col sicleratiol by the comniitter ere Cine 
wil the problem we have had with France on the importation of Jeathe 
it vloves., 
Ol Back in November 1951, through a multiple-exchange rate. thi 
uk were allowing the importers of French gloves 480 fra to the 
t| To a few importers where there was a transaction betwee ' 
machinery industries and the importers of French gloves. that 
what they were allowing, and we called the attention of that n 
lntion to the Tariff Commission and to the Secretary of the T) 
nd the Cx nimiis loner of Customs and also to the attentre ot Senator 
1 Dehra Senator Ives, and Ca oressman Ken e\ fF our econeres 
\\ sional district from up-State New York, to follow through in tf! 
t| lnatter, because it was becoming very serious: and up until this time 
Pst sda indie ag Hie letters i en ors and Congress 
Visi men involved in that ease, and have had no satisfacti In othe 
{ words, 1t 1S one a those cases that has been a situation where the C 
toms have taken no initiative or Tariff has taken no initiative to go 
1O forward with this whole thing. and we are quite concerned now wit] 
Ant the countervailing duties, as they are outlined in this particular bill 
and the same way of imposing these duties where there is defi 
jifica showing of a subsidy being made by one country or another. 
make Now, it has been our opinion in this whole case that a year ago, 
Anti after the Torquay Conference, they did adjust the tariff rate on gloves 








250 CUSTOMS SIMPLIFICATION AC 


by 10 percent, and we think it is a retaliation by the French Govern- 
ment and the French glove aes to give this multip le-exchange 
rate to glove manufacturers as a means of really thwarting the good 
work that we did previously. That is No. 1 

No. 2 is that gloves are a very low-cost item in Europe, and with all 
the talk there has been about allowing merchandise to come into the 
‘ountry duty free up to S10, we are quite concerned with that, because 
I think, as vou know, in this country there is a great tendency now to 
merchandising di rectly to the consumers that is away from the retail 
level. It is being done in this country by a very large scale by a half- 
dozen concerns. IT sm not speaking of concerns like Sears who mer 
handise items by direct mail, but Tam speak neg of concerns lke John 
Man & Co., Mi vers of Ne W York, WW ho t: ike st mdara commodities and 
merchandise them without a a outlet. but directly from a ware- 
house tO Vol ortome:anad we are al = the same situation could easily 
develop in E iropean countries, whereb they would merchandise, Say, 


orl eS Ol i eet caleainnibies neds: ee piste: geohcent chap tt 
or to me, eliminating any possible retail up, and permitting gloves 
to come in directly, whicl cee gave harmful to our industry. 

r| (ne ire the two potnts that Wwe are stressing, 

aL HAIRMAN, What does this bill provide? I have been unable 
to st a it very rai hh. | Wis hot here last week, 

Mr. Casey. Vell, vou see, if they permit 

The Cuaimman, As it now provides, it would eliminate the 31 limi- 
tation and put on a SLO limitation 

Mr. Casey. That right 

Che CuammMan,. Onthe bas sof foreign value or domestic / 

\I | sky a ibis right rein val 

Phe CHamMan. Foreign a 

Mir. Casey. That is right 

li S quite a concer! to us: also it | i big concern to the retailers. 
nore so than it is to the manufacturers, but certainly a very big con- 


ern to the retailers, too, because this distributing directly from ware- 


house to consumer has become quite a practice mM the United State 
iba it is «cle he ol] 1 very large scale. and il wouldn't take Very lon ~*to 
establish the same situation inthe European countries. 
’ ’ set . | 7 : Wis . E | ae . 
Lhe ¢ IAIRMAN. Is Ippo ethe Peasury eontent OM Ol] the oOntention 


if the Customs people is that it is 
Mr. Casey. Cumbersome. 
The Cuainman. And it costs more ? 


Mr. Casry. That is rieht 

The Ciaran. But a S10 foreign value will certainly permit a 
large influx of merehand canteens would think. 

Mr. Casey. T could think of many items, many small iten — 
} } . ] 


nosieryv, gloves Tes, he kerehiets, fountain pens. Y Ou CoO ah er 


’ (? : } 
laps, go oO} di nfinitum with items that could come in 


Phe actual declared value of gloves for 1951 is a little over 82 pair, 
Lit would not be very hard for a person to bring in four pair at 


me, and saving the duty, and buying directly from Europea 


Phat sel or, W t we had in mind, other than what has alread 

bee covered | bill. but those are two tl ngs that have truck 1 
' ; 

ve very keenly involved our indust ind that is what I uniter 


a 


ee ene ame NNN eet ME 


oa 


rn- 
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The Cnairman. Thank you very much, Mr. Casey. 

Mr. Casey. Thank you, sir. 

The CuairmMan. Senator O’Mahoney, we have been expecting other 
members of the committee to be here. 

Senator O’Manoney. I know your difficulty. Iam confronted with 
that myself. 

The Cuarman. You can keep your seat up here. 

Senator O’Manonry. Well, 1 will go down there and look you right 
in the eye. 

The Cnairman. All right. We will be very glad to hear you on this 
bill. H. R. 5505, the so-called simplification bill. 


STATEMENT OF HON. JOSEPH C. O’MAHONEY, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator O’Manonery. That is right; that is what I wanted to speak 
about, Mr. Chairman. 

The CuarrMan. Senator Mundt wrote a letter to the committee on 
the same pornt on which you intend to speak, 

Senator OManonery. Lam sure he did. 

The Ciainman. He expressed an interest in it and he said he could 
not be here this morning and would like to have his 
record. 

All right, Senator. 

Senator O’Matrtoney. My difficulty arises from the fact that I have 
to open a meeting of the Committee on Interior and Insular Affairs 
at 10:50. 

The Cuairnman. Yes. 

Senator OManionry. T was delayed in coming here by telephone 
ealls from the Interior Department and from the White H use, so the 
chairman will understand the difficulties under which we operate. 

Now, the problem before Us arises from What appears to be the 
failure of the Department of the Treasury to construe the cleat and 
explicit language of section 303 of the Tart? Act of 1930 whieh n poses 
countervailing duties whenever any bonus or bounty or grant is be- 
stowed by an exporting country on the exportation from that com try 
of commodities into the United States. 

The Cnairman. It is a countervailing-duty provision, [T suppose, 
that we put in in the 1930 act, Senator. You say it is section 303 4 
Senator OManoney. That is right. 

The Cuatmman. Yes. 
Senator O'Manonery. That is right. 
Now, it appears that in recent years the practice 


letter vo into the 


] 


has been adopted 
in some foreign countries of using multiple rates of exchange. 

The representative of the Treasury appeared here before this com 
mittee. Mr. Southard. and Assistant Seeretarv Graham, also. 
argued that it is impossible to tell whether multiple rates of exchange 
are bounties or grants, and as a consequence of that. althoue 
have been filed with the Department of the Treasury for the impos 
tion of countervailing duties On the Importation of wool tops, ihe 
Treasury has failed to act. 

Early in February of this vear T called a meeting of Members of 
the House ana Members ot the Senate irom States Ww hie] are coneerned 


' } t 
ik TeGUeSTS 


ISGOO—52 7 
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in the wool industry. There was a very full discussion at that time 
of the problem which confronts the industry, It is in a seriously de 
yressed state. Prices are low. raw wool is not movine—domestic raw 
wool in the United States is not movine—and, at the same time, the 
textile industry is not moving its products. Some of the mills have 
ia * the manufacturers of wool tops have had their diflicul 
Liles, and wool LOps, which, you know, are the combed wool, have beet 


coming in from Argentina and Uruguay. 


Now, there is no doubt about the fact that a rate of exchange of 
lollar is permitted by the Government of 


been closn 


seven and a half pesos per cdo : 
Arg ] tina on wool tops, and arate of exe hangs ot only D pesos on 
raw wool, 

The obvious etfect of that's to encourage the processing of raw wool] 
in Argentina into the form of wool tops for exportation into the United 
Ss tes, 21 cl a very niarked mMcrease On Paport ition has taken place. 

Ni wlin the present distressed state of the world, fiscally as well as 
ry country wants American dollars, and so they are 
YF every means atl thei : hand to obtain American dollars for the 
purposes of their own councry, sometimes, as the Treasury said, per 
d up revenue; sometimes to promote the exportation of 


{ } ! 


particular products and particular goods; but we know very well that 
the world now depends upon the soundness of the American dollar. 
The } roducers of wool in the United States and the manufacturers 


if wool textiles are among those who bear the heavy burden of taxa 


tion which this country has imposed upon itself in order to enable it 


ovhnerw! , eve 


to lead the world. 

I have a very deep feeling that we cannot safely allow any segment 
Of our ec nomv to be ! jured \\ hile \W are cari me th S heavy burdet 
of taxation to serve the world if we expect to attain that objective, 
and certainly we eannot permit any executive department of Govern 


; .7 
1} nt to exereme discretionary powel as to wihetner or nota pecifie 


law of Congress should be carried out, and that is the issue which is 


presented to us in the e forcement of section 303. 
. U ler date of eb ur Yloasa re ult of this conterence, | wrote 
letter to Seeretary Graham in which IT attempted to analyze the 
meaning of section 303. Let me read two paragraplis, two or three 
iwraphs, from this letter: 
blig tN e Secretary of the 1 wos mtervailing 
T 


I ain quoting now from the statute 


‘ ' Wy} vs] |! pay or bestow, directly or indirectly, any bounty o1 
rant, et the use of the words “pay or bestow” in the alternative and the 
words “directly indirectly” to modify the words “any bounty or grant” could 
be designed only te how that Congress wanted to prevent any country fron 
ding any tariff rate imposed by our law by any device or method 
j t it was not the intention of Congress to allow the Secretary discretionay 


power to determine whether or not a device which has the effect of granting 
preferential position to any exporter from any other country is a “bounty or 
grant” not only by the fact that section 303 provides for a mandatory counter 
ailing duty but by the fact that in the clause imposing the additional duty, the 
section describes it as being “equal to the net amount of such bounty or grant 
however the same may be paid or bestowed.” , 


[f it is paid or bestowed through the device of a preferential rate 
of exchange, it comes clearly within the mandatory provision of 


that statute. 
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The attempt was made In the House to compel the ‘Treasury to 
follow the plain meaning of that language by writing in section 2 (c) 
of the bill before you, Mr. Chairman. ‘This provides for an amend- 
ment of section 303 by inserting after the words * ‘corporation shall” 
in the first sentence the words “through multip le offic ial rates of its 
exch: inge in terms of United States dollars or otherwise.’ 

The reason for that was that it was atte mmpted t to make clear in the 
law that a multiple rate of exchange. could be a bounty or grant. 

The ‘Treasury has aicited the issue, as it seems to me, by the 
argument that sometimes a rate of exchange, a multiple rate of 
exchange, Is used for the purpose of raising revenue where it is used 
as a penalty. But the — rtant facts, so far as we are concerned, 
I think. were confessed to this committee in the testimony of Mr. 
Southard. 

I am reading the following sentences from his test mony. After 
having deseribed some of the methods, the purposes for which a 
mult iple rate might be used, he said ( reading a 


This is not to say that multiple rates of exchange may not be used in order 
to bestow bounties or grants As I have indicated earlier, the Treasury has 
always felt that it is possible for a foreign country to utilize a multiple exchange 


rate system in order te bestow such bounties or grants 

There is the nub of this whole argument. 

I sub mmit thi: at the fac ts | fore us den onstrate be yond per adve nture 
of « loubt that the 71 »- peso rate has been used | 1 bor in) t\ or orant to 
stimulate the exportation to the United States of wool tops. 

I want to file for the record a letter which I received from the 
United States Tariff Commission. At the same time that I wrote to 
the Treasury Department I wrote to the Tariff Commission requesting 
the Tariff Commission to report the nee with, respect to the effect 
of the multiple rates of exchange. I should be g] elad to file this with 
the reporter for the record. 

The Cuatrreman. Yes, sir: we will be very glad to have vou do so. 

(The document referred to is as follows:) 

UNITED STATES TARIFF COMMISSION. 
Hon. Josern C, OMAHONES 
United States Senate 


DEAR SENATOR O'MAHONEY: Pursuant to the request in your letter of Mat 
7, I am transmitting herewith 2 memorandum with respect to preferent 


° , me : : — 
change rates in Argentina and Uruguay and the effect upon the United States 
imports of wool tops The memorandum does not undertake to discuss 


effects of the multiple-exchange-rate practices of Argentina and Uruguay upon 
the combined imports of raw wool and wool tops and upon the wool growil 
industry of the United States 

We are preparing for you material on the multiple-exchange practices of Naz 
Germany and of Spain in recent yvears with respect to almonds for 
the United States. As soon as this material is ready, it will be 


With best wishes, Iam 


Sincerely yours, 


export t 
sent to yeu 


Oscar B. RyvDer, Chairman 


PREFERENTIAL EXCHANGE RATES IN ARGENTINA AND URUGUAY AND THEIR EFFI 
UPON THE UNITED STATES IMPORTATION OF Woot Tors 


INTRODUCTION 
Large imports of wool tops from Argentina and Uruguay during 1951 and 


indications of even larger imports in 1952, particularly from Uruguay, at 
substantially below those of United States producers have materially eont “iby ited 
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pala 
The effect of the increased imports has been accentuated because worsted business 
in the United States has been poor for over a year, and signs of an upturn are 
net vet evident. 

Domestic production of wool tops in January 1952, which amounted to 14.7 
million pounds, was about 11.5 million pounds less than in January 1951, 
Uruguayan official data on export sales indicate that approximately 10 million 
pounds of wool tops were sold to United States customers during the first quarter 
of 1952, and will probably be delivered by the end of June; in January-February 
1952, imports from Uruguay were 1.7 million pounds. Imports from Argentina, 
nearly all of which were warehouse withdrawals, were 0.5 million pounds in 
January-February 1952 

The South American exporters have been able to sell tops in this market at 
prices below those of domestic tops of comparable grades through the application 


to the current depressed condition of the domestic top-manufacturing industry. 


of preterent al ey ange rates Wool tops muy he exported from Argentina at 
rate of 7.50 pesos to the dollar as compared with a rate of only 5 pesos to the 


dollar on exports of raw wool Uruguayan wool tops mav be exported at a rate 
Of 2.55 pesos to the dollar and raw wool exports may be effected at a rate of enly 
L519 pesos to the do lar Thus Argentine Tops have had on ndvantage of 5O 
percent and Uruguayan tops have had an advantage of about 55 percent over 
their raw materia One result of this situation has been the offering of South 


American wool tops in the United States at prices approximately the same as 
lose of Soutl American raw wool of corre Spo! lin raudes: in some instances 


the tops have been sold for lower prices than the wool 


UNITED STATES INDUSTRY AND RAD 
Wool tops, an intermediate product in making worsted yarns, are Combed wool 
sliver from which the shorter fibers (noils) have been removed by the combing 
process Pops are marketed in recognized grades, identical with the grades of 
wool from whieh thev are made: they are easily transported and enter exten 
Sively into national and international comumerce In the United States about 


two-thirds of the wool tons are combed by integrated Hills for their Who use or 
} 


rd is produced by commission combers for so-called 


topmakers who sell their tops to worsted varn spinning mills 
Sy) aru oof 1 ted States production and trade United States annual pro- 
duction of wor tops thictuated appreciably i the period 1947-51, averaging a 
e over 300 million pounds in 1947-48, decreasing to WT million pounds in 
M49, increasing to 2S million pounds ino W nd decreasing to 217 million 
1 nds in W511 The large increase in 1950 over 1949 may be attributed to the 
adder Lt rms HUSTNESS oeceasioned b the outhbre ik of due stilities in Korea, 
ind the subsequent decrease in 1951 resulted from the fact that buvers’ inven 
ries were built up in anticipation of shortages which did not materialize 
United States exports of wool tops were large during World War IT and in 
1416 ad WAT be use many countries h normathy export large quantities 
ps ere } to do so during this me od been e of war da G ere v 
‘ patcion iti tthe i¢ erse economic Condittons Since 1947 domest ‘ ports 
e been negligible 
During the 1930's and the 1940's, up to 1948, United States imports for con 
ption represented a sinall fraction of 1 percent of total United States produce 
tio ‘of wool tops Prewar imports were not strictly mparable with the bulk 


of domestic produe tion al d were largely confined to Lops of high gerade and alue 
} 


or tops of fiber not widely used in this country, such as camel hair and alpaca 
Since 1947 imports bave tended to incrense substantially, and have been of 
ernd Ss (50's and 64's) and qual ties competit ve with the wool] Tops produced 
in the United States Imports in 1951, amounting to 10.4 million pounds, were 


early 5 pereent of domestic production in that vear, and the ratio of imports 
to production, on a quantity basis, in the first quarter of 1952 was probably 10 
to 15 percent 

Table 1 shows United States production, exports of domestic merchandise 


ind imports for consumption, specified vears, 1937 to 1951 
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Vachinery activity—Another indication of the depressed condition of the do- 
mestic top-producing industry is given by ofticial data on the hours of operation 
of combing machinery. Combing activity in January 1952 was at a postwar low 
Table 3 shows weekly averages of the hours worsted combs were operated, by 
months, 1950-51, and January 1952. 


TABLE 3 Activity of worsted combs in the United States, by months, 1950-51, 
and January 1952 





{Weekly averages in thousands of hour 
Mont! 10 195i 1952 M t 150 , 52 

January 185 4 110 August 2 42 
February 200 { S has 2 
M h 207 ) October 24 

Apr 1Ni HM) N he ’ 20 
Ma 191 s Decem be . 
June INT S4 
July 67 1 Avera 20 

Source: Bureau of the Census 


United States tariff. —The duty on wool tops was 37 cents a pound plus 20 per- 
ent ad valorem in the Tariff Act of 1930; the specific rate was intended to be 
compensatory for the duty on raw wool. Subsequent reductions were made as a 
result of the trade agreement with the United Kingdom (1939), and under the 
General Agreement on Tariffs and Trade at Geneva (1948S) and at Torquay. 
The present rate, 27% cents a pound plus 614 percent ad valorem, became elffec- 
tive June 6, 1951. The ad valorem rate has been reduced the maximum allow- 
able under present law. 

United States imports Imports represented a negligible portion of United 
stutes Col sumption of wool tops until 1951, when they amounted to 10.4 million 
pounds and were equal to nearly 5 percent of domestic production, of Which 7.6 
million po inds, equal to 3.5 percent of domestic pro luction, were from Argentina 
und Uruguay 

Before World War II, the United Kingdom, France, and Belgium were the 
principal suppliers, and those countries continued to be important suppliers in 
postwar years. Wool tops from Argentina and Uruguay, however, entered the 
domestic market in substantially increased quantities in 1950 and in much larger 
quantities in 1951; those two countries supplied 63 percent of the total imports 
in 1950 and 73 percent in 1951, United States imports for consumption, by prin 
cipal sources, specified years 1987 to 1951, and January-February 1952, are 
shown in table 4, 


nr ne ean anne enimtsinsandinat 


CUSTOMS SIMPLIFICATION AC of 





lo- TABLE 4.—Wool tops: United States imports for consumption, by p cipal 
on sources, specified years 1937 to 1951 and January-February 1952 
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In early 1951, the Argentine Government established price floors below which 
wool could not be sold in the home market or exported. Because these floors 
Were substantially above world prices of wool, Argentine top manufacturers 
found that even with the preferential exchange rate their export prices tended 
to be higher than those of competing countries in the world market. As a con 
sequence there have been relatively few shipments (general imports) of wool 
tops from Argentina to the United States since mid-1951, and imports for con 
sumption since that time have been largely withdrawals from warehouse rather 
than direct entries 


Sh'pments from Uruguay, on the other hand, were nearly 50 percent larger 


in the last half of 1951 than in the first half They entered at an average 
monthly rate of 411,000 pounds in the first 6 months and 613 000 pounds in the 
ast 6 months of 1951; in January Wor, they were S02.000 pounds, and in 


February 1952, they were 444,000 pounds 
Table 5 shows United States general imports (direct entries plus entries 


into bonded warehouse) from Argentina and Uruguay, imports for consumption 


(direct entries plus withdrawals from bonded warehouse), and approximate 
quantity remaining in bonded Warehouse, in W950 and in specified periods 
18) HZ 
TA | ) Wool tops: United States general imports mports for onsuomption 
a approximate quantitu remaining in bonded customs warehouse, 1950 and 
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PRICES 


During the greater part of the past 2 years, South American tops have 
been purchased for the United States market at duty-paid prices from 15 cents 
to 60 cents per pound below the price of Comparable tops Combed in the United 
States, and frequently the prices of South American tops have been lower 
than the prices of comparable grades of South American wool. In this period 
the prices of wool and wool tops in the world market more than doubled 
and then in the spring of 1951 began a decline which by March 1952, carried 
prices below the pre-Korean level. 

Before 1950 imports of wool tops from Argentina and Uruguay were rela- 
tively small and constituted a negligible portion of United States consump 
tion. In the period of January 1950—March 1951, imports, although increasing, 
did not have a particularly disturbing effect on the price level of the do- 
mestic market because business was good and prices were rising After the 
lirst quarter of 19851, however, imports continued to increase while prices 
and worsted sales steeply declined, and the comparatively low prices of the 
tops from South America had a decidedly weakening effect on the price structure 
of the United States tops market 

Table 6 gives price quotations for domestic 60s grade wool tops, landed 
duty-paid prices to the importer for actual purchases of relatively comparable 
grades of Uruguayan tops, and the price quotations for 5SSs-60s grade Uru- 


guayan raw wool, specified periods, 150-52. Argentine prices were coim- 
parable to those of Uruguay up to the spring of 1951; since then, because of 
high official minimum export prices in the face of a declini world market, 
quotations for Argentina wool and wool tops have been we above those of 


Uruguay. 


TABLE 6 Comparison of prices of in ported Urugquauan and t ited States wool 
tops, and Uruguauvan wool, speci fir d per ods, 1950-52 
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ARGENTINA WOOL TEXTILE INDUSTRY 


Argentina’s wool textile industry more than doubled its output during and 
following World War II, becoming largely self-sufficient, and in the case of wool 
tops shifting to an export basis. The Argentine industry now uses almost all of 
the Argentine wools of 64s and finer, amounting to about 30 million pounds an 
nually, clean basis. In addition, it uses perhaps a third, or about 30 million 
pounds, clean basis, of the production of wools finer than 56s but not finer than 
64s Argentine wool exports consist of that portion of the medium wools be 
tween 56s and 64s which are not used domestically, and of the wools coarser than 
56s, relatively little of which are used in Argentina. Most of the Argentine ex 
ports of wool tops have been of the grades between 56s and 64s 

In Argentina, in contrast to the United States and European industries, there 
are few, if any, companies engaged exclusively in making wool tops. Production 
of tops in Argentina is largely by so-called integrated mills which perform all of 
the processes in converting raw wool to worsted cloth. The production of tops 
for export is done largely by these mills which run their combing machinery 
extra shifts for that purpose. The tops are produced primarily on French combs, 
und generally have been of a quality nearly as good as comparable grades of 
United States tops 

During most of the years 1946-49, Argentina exported small quantities of wool 
tops, but in 1950 and in early 1951, following establishment of the 50 percent 
higher preferential exchange rate for wool] tops as compared to wool, exports 
moved in large volume. In the spring of 1951, when world wool and top prices 
began a sharp decline, the Argentine Government established price floors below 
which wool could not be sold in the home market or exported. These tloors were 
above the world prices and as a consequence there has been relatively little 
combing wool or wool tops exported from Argentina since May 1951. In January 
1952, the Argentine price of scoured combing wool was about 80 percent above the 
world market 

Because of the large profits made on the sale of the 1950 clip Argentine wool 
growers have been in a position to hold their current clip off the market in the 
hope of rising prices. A price increase has failed to materialize, however, and 
there is mounting pressure for the Government to take action to permit the nor 
mal movement of Argentine wool exports. As of April 1952 market reports 
indicate that although the Government appears to be relaxing its minimum 
price regulations it has made no change in the preferential exchange treatment of 


wools tops. 


FOREIGN EXCHANGE SYSTEM OF ARGENTINA 


The system of exchiunge control established in 1931, in which the Argentine Gov 
ernment now sets different values for foreign currencies according to the nature 
of the product bought and sold, supplements customs duties and the export tax, 
and is used for similar revenues and protective purposes 

Since the simplification of the multiple exchange rate system, effective August 
29, 1950, there have been three official rates of exchange for the Argentine peso, 
naniely, the basic rate of 5 pesos to the dollar, the preferential rate of 7.5 pesos 
to the dollar, and the “free” rate of about 14.4 pesos to the dollar. Other foreign 
currencies are quoted in pesos in proportion to their dollar exchange value in 
terms of three official rates. The ‘free’ rate applies mainly to noncommercial 
financial transactions but also to certain favored exports and less-favored im 
ports. The limits within which it is allowed to fluctuate are set by the Central 
Bank In addition, dollars are sold on the curb, or black market, for up to 29 
pesos per dollar. 

Most of Argentina’s exports of natural products, such as grains. meat, and wool, 
are negotiated at the basie rate of only 5 pesos to the dolar. Except for wool, 
these are handled exclusively by a Government monopoly, the Instituto Argentino 
de Promocion del Intereambio. In the case of meat (and at times in the past, also 
in the case of grains), subsidies are paid to the producers because the applicabl 
rate of exchange, in terms of the prices fixed in bilateral trade agreements, or 
prevailing in world markets, does not adequately remunerate the producers 


} 


The preferential rate of 7.5 pesos applies to about 15 percent of Argentine 


exports, including canned meats, quebracho extract, wool tops, and other pro¢ 
essed products The “free” rate of about 14.4 applies to only a few products, 
chietly pears and grapes. In February 1952 the Central Bank introduced a mixed 
rate for exports of casein, butter, and cheese by permitting 60 percent of ex 
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change proceeds to be sold at the 7.5 rate and the remaining 40 percent at the 
free market rate, giving an effective rate of about 10.3 pesos per dollar 

The greater portion of exchange earnings is sold to importers at 7.5 pesos per 
dollar for commodities essential to the functioning of the economy. However, 
fuels, unavailable in Argentina, which amount to roughly 10 percent of total 
imports, enjoy the rate of 5 pesos per dollar. Manufactured goods competitive 
with local industry, when admitted, usually have to be imported either at the 
“free” rate or “without use of exchange,” ostensibly as a capital contribution or 
with funds privately held abroad but apparently at times (though illegally) 
with exchange acquired at the curb rate. The arrangement of giving the lowest 
rates to exports of basic agricultural products and of providing higher rates for 
both exports and imports of manufactured products tends to promote manu 
facturing enterprises at the expense of basic agricultural products 

Because the bulk of exports are paid for at the rate of 5 pesos to the dollar, 
while most imports require payment of 7.5 or more pesos per dollar, the Central 
Bank realizes a net profit on exchange transactions. In 1949, exchange profits 
amounted to about 16 percent of the budgeted Federal revenue of Argentina while 
import duties and port dues constituted about 15 percent of the total. In addi- 
tion the Government derives substantial revenue from an S8-percent ad 


t Valorem 


export tax which is levied on all exports except dairy products and fruits 

Imports, with negligible exceptions, are subject to a licensing system of obliga- 
tory exchange permits. Delivery of export exchange proceeds to the banking 
system is compulsory and exports are also subject to licensing. Thus the Gov- 
ernment guides foreign trade as far as possible into channels where Argentina 
can spend its surpluses of certain foreign currencies and conserve its short supply 
of others. 

The Argentine authorities try to prevent exports to soft-currency countries for 
reexport to hard-curreney countries, because in such transactions, even though 
a higher peso price may be received by the Argentine exporter, the eventual hard- 
currency proceeds are acquired by the country from which the goods are reex- 
ported, rather than by Argentina. For example, when it was discovered recently 
that certain wool shipments consigned to Sweden were being reexported to the 
United States, the Argentine Government refused to 
permits for such shipments. 

The existence of different exchange rates affects the pr relationships as 
between commodities within Argentina as well as the external prices at which 
Argentine goods are exported. It 


issue any more export 


is sometimes inexpedient for the Argentine 
Government to permit a downward revision of internal prices as external prices 
fall, as in the present case of wool, The reason is that the banking system has 
made extensive loans to producers, secured by the wool clip at a high peso value 
There is, accordingly, a strong demand for a more favorable exchange rate on 
exports of wool rather than a reduction of the internal price, but the Argentine 
Government has so far not yielded to this pressure 

The Argentine authorities have sometimes maintained minimum prices on ex- 
ports of basic commodities by refraining from issuing licenses to export the 
goods at a lower price. The recent policy with regard to wool is an example 
of this tactic. With the decline of world wool prices after a period of extraor 
dinarily high prices induced by the Korean war, the Argentine policy has heen 
to hold stocks of wool for a return to higher prices, and to refuse export permits 
until and unless the desired prices are offered. The prevailing high prices paid by 
Argentine woolen mills and the credit policy which enables wool producers to 
await a more favorable export market, have strengthened this maneuver. 

Exports of wool have always received the lowest or basic exchange rate except 
for the period from October 1949 to August 1950, when the basie rate remained 
unchanged but wool] was given a 30.5-percent preferential rate, equivalent to the 
ratio by which the pound was devalued by the southern Dominion wool-exporting 
countries. 

As shown in table 7, the exchange rate applicable to wool tops was the same 
as that on wool until January 30, 1948, when because of a lull in exports from 
Argentina a preferential rate was applied to this product. Thereafter, exports 
of wool tops enjoyed a preference of 18 percent over exports of wool. With the 
devaluation of the peso with respect to wool in October 1949, approximately the 
same degree of preference to wool tops over wool was maintained. However 
in the simplification and devaluation of August 29, 1950, wool tops received a 
h0-pereent preference over wool. The incidence of the exchange preference for 
wool tops has been slightly offset by the 8-percent ad valorem export tax which 
adds more to the cost of exporting wool tops than wool. 








262 CUSTOMS SIMPLIFICATION ACT 


sa = y 
TABLE 7 Irgentine exchange rates applicable to erports of wool and wool tops, 


compared with basie official “free.’ and curb rates 
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Analogous products The preferential export rate (7.50) is applied to a large 
number of minor products, agricultural, mineral, and manufactured. Tlowever, 


the most important group of products thus favored consists of prepared and 
canned meats and certain meat byproducts, produced by branches of American 
and British tirms for export mainly to the United States and the United Kingdom.’ 
Linseed oil, cake, and meal enjoyed preferential treatment for a time in 1948-50, 
but on August 29, 1950, they were returned to the basic rate, the same as applies 
to flaxseed. These flaxseed products are exported through the Government export 
monopoly, the Instituto Argentino de Promocién del Intercambio, chiefly on the 
basis of bilateral contracts with Argentina’s trading partners; accordingly, 
internal prices can be regulated without resort to a preferential exchange rate? 


Flour, on the other hand, is exported at the basic rate the same as wheat. 


URUGUAYAN WoOL TEXTILE INDUSTRY 


Though the total preduction of wool in Uruguay is less than half that of 
Argentina, the production of wools finer that 56's, the grades preferred for 
worsted apparel, is about as great as in Argentina. The Uruguayan wool textile 
industry uses 10 to 15 million pounds annually, clean basis, for domestic con- 
sumption and, in 1951, probably used about 10 to 12 million pounds, clean basis, 
in the production of tops for export. There are eight combing plants in Uruguay, 
largely equipped with French-type combs, and most of these plants are operated 
by concerns also engaged in the production of yarn and cloth In the past 2 years 
comb ng capacity for export has been substantially increased, and the largest 
combing plant is reported to be producing for export exclusively. Present comb- 
ing capacity is estimated to be between 20 and 40 million pounds annually, of 
which two-thirds or more could be exported 

Exports of tops were small until 1949, when, under benefit of a highly prefer- 
ential exchange rate, they exceeded 1 million pounds, In 1950 they increased to 
over 5 millio pounds, nearly doubled in 1951, and, judging from official export 
sales registrations, probably will approximate 8 to 10 million pounds in the first 
half of 1952. The Uruguayan tops exported during the past year have generally 
been of good quality and have been largely of the grades between 56’s and 64's. 

In contrast to Argentina, the Urnguayan Government placed no minimum price 
restrictions on the sale of wool following the price break in the first quarter of 
1951, hence Uruguayan wool prices went down with world prices and Uruguayan 
top producers were able to obtain full advantage of the preferential exchange 
treatment accorded their product. 

On April 5, 1952, the Uruguayan Government suspended sales of wool tops for 
export It is believed that this action indicates a possible adjustment of the 
exchange differential between raw wool and tops. 

1The United States excludes fresh meat from Argentina and Uruguay under quarantine 


regulations. . : 7 j 
In May 1948. the United States discontinued issuance of import permits for either 


flaxseed or linseed oil 
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FOREIGN-EXCHANGE SYSTEM OF URUGUAY 


The exchange-control system of Uruguay is similar to that of neighboring 
Argentina in its historical development, purposes, and effects. It was introduced 
in 1931 when all exchange operations were placed under the control of the Bank 
of the Republic. From 1934 to September 1949 three rates were in effect. The 
kinds of transactions to which they were applicable varied from time to time, 
but after 1957 the general pattern consisted of one rate for basic exports, a 
higher one for essential imports, and a still higher free rate for other permitt 


transactions The free rate was, and remains, subject to stabilization by tf 


Bank of the Republic by means of its intervention in the buying and selling of 
foreign exchange. 
After the United Kingdom and Argentina had devalned their currencies, Urn 


guayv, in October 1949, rearranged its system of exchange control by introducing 
additional special rates for both exports and imports of favored commodities and 
limiting the free rate to noncommercial transactions No further modificatior 
of exchange rates has been made since that time. The basic rate was not altered 


at the time of sterling devaluation, and exportation of primary products such 


as wool, meat, and grains was continued at the basic rate. However, from time 
to time Uruguay has shifted some minor exports from one buying-rate catego 

to another ipparently in relation to changes in the world market or to at 
ugeravated accumulation of stocks 


As shown in table S, wool has remained at all times subject to the basie rate 
of 1.519 pesos to the dollar. When Uruguayan combing mills, in 1947, first found 


themselves in a position to export tops, they were granted a special rate of 1.78 
later increased to 1.SS pesos, representing an advantage of 17 and 24 percent 
re. pectively, over the basic rate. The granting of these higher rates for woo! 


top was subject to approval of individual applications for each transactio 
applicable rate for wool tops was increased to 2.35 pesos in October 1949 and 





remained at that fisure until April 1952, when issuance of export permits fo 
Wool tops was tem) orarily suspended in order to permit a study of the equitable 
ness of the rate, which is 55 pereent higher than the basic rate, though still some 





what below the free rate, quoted in February 1952 at 2.59 pesos to the dollar 
TARI S lrugquaue erchanage rate applicable to crporte ¢ ool may | to} 
compared th basic 
I 
| 
R 

B 
oO 
I 

It 

‘qr 
he I r 

c a: ¢ } | ( | ¢ 
Int { I y | 

tnalogous products The concession by Uruguay of preferent exchange 
rates to wool tops has na parallel in the case of linses oil and bvpr l = 
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October TAd Canned meats are exported at the most fa rable Colimert 
rate (2.55 pesos to the dollar) These are produced n ! hy es 
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Kingdom.’ Fresh and frozen meat, though subject to the basic rate, required 
a direct subsidy payment, after sterling devaluation in October 1949, in order 
to enable Uruguay to continue exports to the United Kingdom at the prices 
spec fied in the contract with that country. 

Like Argentina, Uruguay exports flour at the basic rate, the same as applies 
to wheat. 


POSSIBILITY OF AN INCREASE IN IMPORTS OF WOOL TOPS FROM FRANCE 


The French Government, in February 1952, took measures to stimulate the 
export of manufactured goods. One measure, consisting of two decrees, pro- 
vided for a rebate of certain production charges and taxes when goods are ex 
ported. The rebate reportedly approximates 14 percent of the cost of produc- 
tion. Since the issuance of these decrees, which are applicable to Wool tops 
as well as to other manufactured articles, there have been offerings of substan- 
tial quantities of French tops in the United States at prices comparable to those 
of Uruguayan tops and substantially below those of domestic tops. Most of the 
lrench tops are made from Australian wool, which is generally superior to South 
American wools 

rhe production of wool tops in France, which is greater than the combined 
production of Argentina and Uruguay, decreased 2S percent in 1951 as compared 

t 1900, from 165 million pounds to 119 million pounds, and exports also 


decreased 2S percent, from 382 to 23 million pounds The decrease in production 
ind exports was general throughout the textile industry, and was largely respon- 
sible for the Government’s decision to stimulate export 


EFFECTS OF INCREASED IMPORTS OF SOUTH AMERIE N TOPS ON DOMESTIC 
POP MARKET 


] 


The increased imports of South American wool tops, at prices usually sub- 


stantially below those of domestic tops of comparable grades, have had a par- 


llarly depressing effect on the United States market because they came at a 


e when the demand for tops was markedly declining due to a prolonged slump 
he worsted trade. Government purchases | e en Cotparatively small 
‘ the past year, and civilian demand has favored woolens rather than 
teds 
= ol dor esl | have been Very slow durit y the frst quarter of 1952 
en . iny buyers, noting a steady decline in prices over the past several 
‘ hs, have stayed out of the market ino anticipation of further declines 
Other buyers, in a natural effort to procure their needs at as low a cost as pos 
S ‘ ive used the lower quotations on South American tops ; hasis for 
letermining what they will pay, and domestic top producers have found them 
selves unable to meet such prices without substantially undercutting their cost 
plus normal mark-up. In some cases the price of the South American tops has 
been under the domestic producers’ cost of production for comparable grades. 
Several top dealers in the United States, whose normal function consists of 


b Ving Woot and combing it on their own machinery ot hay hg it combed on 
commission, have purchased large quantities of South American tops because 
ts duty-pa ad price has been low enough to afford them a profit Without the 
necessity of performing the processing operations. Some of the large worsted 
manufacturing concerns in the United States, which have considerable combing 
machinery of their own, have also found it expedient to buy substantial quanti 
ties of South American tops 

The price advantage of the wool tops from South America results from the 


hange rates, and so long as these rates remain 


application of preferential exch: 

unchanged the tops will find a ready market in the United States. Domestic tops 

ire preferred in this market, however, and if the worsted business should experi 

ence a material upturn, the adverse effects of the lower-priced South American 
ps would be less 


Senator O'Mauoney. Let me briefly quote one or two of the facts 
which appear in this report of the Tariff Commission. First, the 
domestic production of wool tops in 1952 was about 1144 million 
pounds less than it was in January 1951. 


a eer 


rhe United States excludes fresh meat from Uruguay and Argentina under quarantine 


regulation 
reign Ser e dispateh No. 2633, dated April 4, 1952, from the American Embassy 
I ‘ I ; 


Paris, France 
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The Cnaimman. That is our production ¢ 

Senator O’Manonry. Our production. It was cut down 
miullion pounds, 

The CuarrMan. Yes. 





Senator OManoney. Now, while that was going on, the importation 
of wool tops from South America was Increasing Very Fap dly. [n 
1950 from Argentina, 2,659,000 pounds of wool tops; from Uruguay, 
; 1.319,000. From January to June 1951, Argentina sent in 3.744.000: 


s Uruguay, 2.466.000. Between July and December 1951, Areentin 


sent in ZOP OOO pounds ; Uruguay. >.OSLO000, 


In the whole of 1951, the total importation from Argentina and 
S Uruguay combined was over 7.563.000 pounds of woo 


€ a : ' , I ’ AG ature 
eo Ing this time the preferential duty o1 the preferential rate of exchang 
e was allowed, so that on the factual basis, there Cal De no doubt \ if 
h ever that the result of the preferential exchange Was to pro le l 
, bounty to the manutacturers of wool tops in South Ay 
a Let me read this from the Tariff Commission repo 
SO \rgentina’s wool-textile industry tore than doubled. it tput i 
m following World War II, becoming largely self-suflici nd e case of 
n- tops shifting to an export basis. The Argentine ind \ iln t all of 
the Argentine wools of 64s and finer, amounting to about 30,000,000 pounds at 
nually, clean basis. In addition, it uses perhaps a third 1 JO 000 O00 
pounds, clean basis, of the production of wools finer than 56s but t tiner tl 
4s Argentine Wool exports consist of that portion of the mediu \ Is bet en 
id. Hos and 64s which are not used domestically, and of the woo oarser tha (is 
ae relatively little of which are used in Argentina Mos ot the Argentine exports 
— of wool tops have beer f the grades between 56s d 64s 
s In Argentina, in contrast to the United States nd I orm ! lusty ‘ 
~ ire few, if any, Companies engaged exclusively in making wool tops Production 
_ f tops ll Argentina is larg 1) so-called integ1 ed ui sw ( perfor 
an 1 the process sin converting raw wool to worsted clot The pm let n of Ds 
Qn? for export is done largely by these mills which run their « hy ! ery ex 
aa shitts for that purpose The tops are produced primarily 01 rench combs, ai 
es generally have been of a quality nearly as good as comp: by orice ¢ | ( 
ip States tops 
a During most of the years 1946 through 1949 Argentina i 
ror tities of wool tops, but in 1950 and in early 1951, following establishment | 
a O-percent higher pre ferent exchiunge raie for wool t ps as compured to wool, 
a exports inoved in large volume. In the spring of 1951, whe vorld | 
A the top prices began a sharp decline, the Arcentine Government established pu 
- f floors below which wool eould not be se ld in the home mat ket r 4 ported Tl ~t 
= me floors were above the world prices, and as a consequence there has be rela 
coe tively little combing wool or wool tops exported from Argentil nee Mav 1951 
the ) Of course, that was stimulated later on by this preferential rate of 
ested A 9 
| exchange. 
cat Now, before you in this bill as it came from the House there is a 


sentence which Is clearly dlesigned to vive a Secretary of the 7] reasury 
n the discretionary power, This is on page »» of the bill before vou, beevin- 


main ning with line 2: 

» tops : 

xperi : Such countervailing duty shall be imposed only the Secretary 1") S 
rican : hall determine, after such investigation as he deems necessary 


You see, there is a limitation. 
facts The CrairmMan. Yes. 
q the Senator OM \HONEY. This changes the whole concept of the law 
illion 
he deems necessary, that an industry in the United States is being or is like 
) be injured, or is prevented or retarded from being established, by reason of the 
Inportation into the United States of articles or merchandise of t) 


rantine in respect of which the bounty or grant is paid or bestowed 


nbassy 
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The next sentence is: 

The exemption of any exported article or merchandise from a duty or tax imposed 
on like articles or merchandise when destine | for consumption in the country or 
origin or exportation, or the refunding of such a duty or tax, shall not be deemed 
to constitute a payment or bestowal of a bounty or grant within the meaning ot 
this section. 

Now, that is another attempt by law to reverse the present rule. 1 
have not had the opportunity to examine all of the cases, but IT have 
been given to understand, and I understaiid, a it the courts have, with 
out variation, held that such an exemption or such a refunding is a 
bounty ora grant. So here we have an explicit request to reverse that 
rule. 

Mr. Chairman, it seems to me that since and America 1s going 
to carry the burden which it has assumed and which has been thrust 
Upon Us it must remain economically sound. We should be very, very 
slow to pt rhiit the Pp lain l; aw of Congress, desiened to support Ameri 
can industry, to be weakened by inaction on the part of an executive 
brane h of the Government or to be wenkened by changes ot ihe law 
which grant discretionary authority 

‘There are two Ways in Which this Ching can be corrected, One of 
them is the method which is suggested in the bill that Senator Mundt 
has introduced, which is S. 266s. The committee will decide what is 
the proper me ee to follow. 

| l der th s bi ll. tion 35085 oft the Taritl Act Is amended by adding 
a sentence rending as follows: , 


The extension to the exports of any merchandise in a processed or partially 





processed form of a tore favorable rate of exchanve than is extended to exporters 
of such merchandise in a raw or unprocessed fort shall be deemed to ccmstitut 

payment or bestowal of a bounty or grant in respe of such terchandise in 
processed or partia processed form within the meaning of this section 

Now, that, of course, is clearly logical. Tf any country exporting 

\ commodity into the United States oralts a preferential rate of 
eeenenes on Uy. pes ssed form of that COMMNOCIEN as compared with 
the raw form, it cle arly a subsidy, a bounty or a grant. It is a 
CeVvice intended ee ee ine of the commodity. 

N mw, the ot] er Way whi HN Cot ile lowed would be to st ke t hie 
whole section from the bill: that is to sav, st ke all of section 2 (e), 
ana t mt method could be supported by the : argument that nee sectiol 
Of3asclenras it now a” ag rare tl and explicitly require the 
position Of nv counterv: Ing duty when a bounty or erant IS mharecle 
I) le exporting c fae and since it easily ascertainable whet 

Cha multiple rate of exchat ve operates ws a bounty, It is not neces 


Sar {© change the law. The law as it now stands requires the Treas 
ury Department to Impose the countervailing duty. 

The CuarrmoMan. T think that was the original intent and purpose 
I remember hay Ine somethin Yr to do with the Tariff Aet of 1930, Wi 
were here and spel { the entire summer here, and | remem! ‘r definitely 
this partreular pont, It was intended to do that 

Senator O MAnoney. I clo not know how lang lag could have bee 
iar clear, Senator. 

The Cramuan. Well, T am advised here by the expert that the 
Treasury contends that 714 pesos is nearer the true value than the 
pesos pel dollar on raw wool. 

Senator OOMAnNONEY. That is obviously attempting to judee The 


{ 
i 
i 


the action of anothel roverhnment. lt = hone of oul 
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business what the other voverhment does. Why should we Say that 

dl the rate is——— 
or The Cuamman. Well, they probably follow that up with the con 
tention that they are, therefore, WMposing a tax of about two and a 
half pesos on the raw. 

Senator O Mauonry. Yes, of course, that is their contention 

‘The Ciaran. Yes. 
ve Senator O Manonery. But where you have the preferential rate 
granted to a particular commodity, and you tind, as a result of that 
rate, a marked increase of the exportation of the | referred commodity 


into the United States and, at the same time, you find the production 


oft that competing commodity in the United States { most in hall 
ne you know that American industry is being penalized because of 


reasons which miway he very perstla ive whi n VO look itt t from the 
P * t : ] r* } é } 

point of view of the International Monetary Fund But those reaso 

to me are rendered nucatvory when we renlize that WWE i! Ot itt ra to 

undermine the capacity of American industry to p the costs of 


ete rprise whi ch we are engaved. 


f Phe Cramnman. Undoubtedly the effect of this multiple ex 
4) 


rate Is to vive the advantage or to express it in other terms, bounty, 
ult While it is not technically ia bounty, it undoubte ly has the etfect 
Us giving the preference and advantage to the exporter from, say, Aree 
tina or any other country where that multiple rate is fixed 
ine Senator OManoney. That is right. T do not think there is at 
doubt about it, and I do not think it is our business to attempt ti 
ally weigh the motives or the purposes or the bad judgment, perhay 
ters any other government which ray do this, but one e allow ft 
er matter to hang in abevance, once we say, “Well, the language of o 
rion law is clear but we are not volng to enrorce t. > the t re o or (¢ 
ing inv te : mila aucevlon by othe countries. 
of Phe informat on Which comes to me now indicates that ren WoO! 
vith tops Will be conmung into this country. In this report o© the Paritl 
co @ Conunission | find t] Very interesting Tact reported, \rgent 
when t fom cl threat {> wool exports were Gore to Swede 
thie by Luse oft thie pore fere tial rate of exch ve, Were It sported D\ 
ce Sweden tnto the | hited States—Swedet reexported thi ly e the 
Hol pretere tial rate Of exchange was so ogreat that Swe 
vehu dollars, because it Was a soit Currency c ntry, C4 
rac h th » United States by taki Y advantage of tha 
rhe Well, inimediately tlint Argent ha discoverect it. i Oppecd the ex 
- portatlo to Sweden. I) other words, the plat 5s to vel nto 1 
"eas market of the United States in order to vet American dollars \ 
When countries are dome that, are hecessal ly weakel he our ow} 
si economy, L think it is incumbent upon us to do everything we can to 


undermining when t 


Wi protect our OW)? eCONnOMLY from Suc] 


— The Coamnman. The Treasury has taken a pretty wide excurs 
hex try to arrive at the true value of these foreig: currel es, part tll 
' n the ense of the frane at this moment. It could bi { Vv har 
t th the fluctuation Is so great almost from day to cada {| 
tla Oh.us dimatter of Tact 
Senator O'Marnonry. Why, certainly, wl 
» the : today may be uiterly different from it ton 
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The Cuairman. Well, thank you very much, Senator. 
(The letter previously referred to is as follows :) 


lor release Wedne sday, February 27, 1952 


(YMAHONEY AND COLLEAGUES UrceE TREASURY TO ExeRCISE TARIFF POWER TO 
PREVENT ARGENTINE DUMPING OF WooL Tops 


Senator Joseph C. O'Mahoney (Democrat, Wyoming) today issued the follow 
ney statement: 
At a conference on February 9 of Senators and Members of the House of 
Representatives representing States interested in the wool industry, there was 
uthorized the preparation of a letter to the Treasury Department urging the 
imposition of countervailing duties on wool tops ¢ x ported into the United States 


vy Argentina and Uruguay These countervailing duties are authorized by 
ection 303 of the Tariff Act of 1930 whenever any exporting company, directly 
indirectly, p ides a grant or bounty to stimulate increased exportation. In 


rreement, the enclosed etter has been dispate hed to 
1am from whom I had previously received a letter dated 
February 15. Copies of the two letters are attached.” 





Assistant Secretary 


DeaR Mr. GranaM: [ am most appreciative of your letter of February 15 


sponse to ty telephone request of February 18 for intormation with respect 

oO the enforcement of section 305 of tl | ff A the result of the exchance 

preference which is no eing given bv the Governments of Argentina and 

Uruguay to stin f he manutacture of Wool tops in those respective coun 

for export to the United States. IT note with pleasure that the Department 

eadyv taken ste to obtain from the U1 d States Embassy in Argentina 

some 0 e inform: mow h is re ed fi dequate reexamination of 

proble 

On Friday st, Fel ary 15, a conference was he of Representatives and 

Senate fro States in wl the wool indu Vy in one or more of its aspects 

“ye Lintenance nd econ to consider 

! eno erst ting tl production and 

f omes md woe mroducts Il advised those presen 

f the n I had received by ephon ro our office and I have 
‘ s in” d copies 1 \ eT! >All W > pel ed 

Line DersS Presel W ® ubnibinme Vv « t 1) 1 haat } presel law 

eS I blig Mol he Se n ‘ e Treasury t levy counter 

i gy ities vheneve nob itv or y nt ipon the export dutiable com 

moditic IS mace \ ny country exportin such commodities t the United 

‘) Lt In oul tter of February 15 vou say that it s one of the responsi 

es of the Secretary t etermine hether a bounty or grant is in fact 

being conferred pon any product.’ May I not suggest that the language 

ray On « ‘ iriff Act seems to answer this question most explicitly 

It would be diffi t indeed to frame languayve less open to misconstruction 
‘ isinterpre i mt in that whiecl s sed in this section 


The obligation of the Secretary of the Treasury to impose a countervailing 
ity clearly arises “Whenever any country * * * shall pay or bestow 
directly or indirectly, any bounty or grant, ete.” The use of the words “pay o1 
estow” in the alternative and the words “directly or indirectly” to modify the 
yvords “any bounty or grant’ could be designed only to show that Congress 
nted to prevent any country from avoiding any tariff rate imposed by our 
aw en’ in device or method 
That it was not the intention of Congress to allow the Secretary discre 
onary power to determine whether or not a device which has the effect of 
granting a proferential position to any exporter from another country is 
bounty or grant.’ seems to be proven, not onty by the fact that section 308 pro 


ides for a mandatory countervailing duty, but by the fact that in the clause 


- 
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imposing the additional duty, the section describes it as being “equal to the 
net amount of such bounty or grant, however the same may be paid or be- 
stowed.” 
This phrase “however the same be paid or bestowed” removes any possible 
ambiguity and imposes upon the Secretary an obligation which he may not avoid 
ro by construing preferential treatment through multiple export rates as a technique 
of deriving tax revenue, of avoiding political and other difficulties in the de- 


valuation of their currencies or of producing other economic effects within the 
LOW countries. The only question is whether the method used accords preferential 
treatment by which the American duty is avoided. No matter how the preference 
» of is paid or bestowed, and no matter what internal effect it may have, if the method 


used grants an advantage to an exported commodity, then the countervailing duty 
the must be imposed 


ates That Congress had no intention to give the Treasury Department any discre 
Uy tion in the matter is evidenced by the language used in section 503 of the Tariff 
cul Act of 1930 prescribing the action to be taken when such bounty or grant is paid 
In r bestowed. This sentence reads: 
1 to “The Secretary of the Treasury shall from time to time ascerta ind deter 
ited mine, or estimate, the net amount of each such bounty or grat d shall declare 
the net amount so determined or estimated. The Secretary the Treasury shal 
make all regulations he may deem necessary for the identitf n of such ar 
= ticles and for the assessment of such additional duties 
duties 
[It is difficult to see how language can be made! e eX] { e countery 
ing duty comes into effect by the mandatory provision of the law whene 
y 15 bounty or grant is paid or bestowed, directly or indirectly, “however, the same 
pect be paid or bestowed.” The duty of the Secretary is also clear prescribed le 
ime shall ascertain and determine and he shall declare the net am t and he shall 
and make all regulations he may deem necessary for the ider ition of such ar 
oun ticles and for the assessment of such additional duties 
nent If a multiple export rate has the effect prescribed in the law, even the I Ly 
tina have other eeconomie effects, no discretion is given by the law the Secretary t 
n of vary the effect Congress sought to produce. 
I hie stall iN€ e bou vis granted by the Ar eG t ) eX 
and porters of wool tops at an export rate of ex rig 7 Tes ted States 
ects lollar. Wool receives export rate of only 5 pes } 
det ‘ i red A OTitLyye i! facturer or wor top I el I 
and ounty the manufactu wool product at the ‘ Lae e OW 
en from which the tops ( vale Phe evid e before ! 
have Ofte that South Americ ps ire 1 ‘ ng tops 1 ‘ e | { _ Ss 
by 3814 ¢e per poune 
law I trust that when the additional information is received w h von have re 
nter quested from the United States Embassy in Argentina you w irrange ce 
com ference with the undersigned, all of whom are of the op le cireu 
lited stunces in the instant case require the imposition of a countervailing duty and 
OnSi that the only responsibility of the Secretary is to “determing r estimate, the net 
fact mount of the bounty or grant, however the same be paid or bestowed” and levy 
uae i countervailing duty accordingly. 
‘itly Sincerely vours, 


ction LESTER C. HUNT. JOSEPH ¢ 
MILTON R. YoOuNG WAYNE Morst 

iling GeorGE D. AIKEN, James B. Murray. 

stow WILLIAM LANGER. Lom CONNALLY 

Ly oO! Frep A, SEATON, WALLACE F. BENNET1 

y the MikE MANSFIELD. AnTHUR V. WATKINS 

TTeSS WALTER K. GRANGER. KARL BE. MUNDY! 

our WesLey A. D'Ewart. Henry (. DworsHakK 
ZALES N. ECTON. Ep. C. JOHNSON 

sere GUY CORDON. FRANCIS CASI 

et of ERNEST W. McFARLAND. Kk. Y. BERRY 

is n (art HAYDEN, PAT McC arra? 

, pro O. C. FISHER, 
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TREASURY DEPARTMENT, 
ASSISTANT SECRETARY, 

Washington. February 15. 1952 

Hot (VP NMIATIONEY 


Josern C 
f Senate, 


Was/ 
te ference is made to vour telephone request of 


motor 25. dD. ¢}. 


United Ntates 


My DEAR SENATOR: February 





3, 1952, for information regarding the status of this Department's consideration tau 
of the applicability of countervailing duties to imports of wool tops becaus Or 
if exchange rates made applicable to them by Argentina and Uruguay rie 
As } know, section 503 of the Tariff Act in substance places two responsi co 
bilities upon the Secretary of the Treasury He must determine hether a 
bounty or grant is in fact being conferred upon any product and, if so, he must 
deter ‘ r est te the ne mount of each such bounty grant and levy l 
eounterva g duties accordingly These re po sib Ss offen presen itn Ot) 
of cor xX questions The cases to which you refer are particularly dithleu't ry 
b se they involve the problem of indirect bounties or grants which may result i 
i he presence of tiple exchange pr Cs awed 
si ( ISeS ulfiple export rates may have ece l etter =] r to those CO! 
of b ‘ ) er instances they may not kor example, some untrie 
| r exp es on some commodities than on others as t que of Ta 
(it ng e) from @ ¢ ortation of tl mmeodities subj the St 
, I ountries multiple rat be resorted to tls 
ding eC] nid er dit! ( ed d heit COl 
( rire cles iil 
‘ he sk d ning whethe ! lar te . f is ry] 
dy rate is « sly 1 eusy one hor is it task whi can usually b U 
pp! ed q k \\ n the question of the exchange rates of Argentil , 
ad Uru iv wus previously considered, the Departinent reached the conelusion thet 
December 1950 t t eir application to the export of wool tops did not give Th 
se to a bounty or grant within the meaning of section 303 of the Tariff Act sh; 
of 1030 This [I ‘ however, aguin giving careful and ac e consid 
eration to the specific cas vhich you referred. Indeed, steps were taken cet 
e Wel dire from the United States Embassy Areentina ay 
< e of the for ] whit is required for ;: adequiute reexan \ nof th 
I lem Stl 
= SQ ss pore 
\ / OU 


Ivy voursell Tor tt 


Be ter, 
41 


it? 


You 


recorad 


STATEMENT OF ALFRED F. BEITER, NATIONAL PRESIDENT, 
NATIONAL CUSTOMS SERVICE ASSOCIATION 


Alfred I 


» 
I B irk Lhyie 
1 Nat (>) |} ( TQ =e] ce As iM mio}! 
CiaimMan. [bee your pardon for 
Beir Lhieat Ul right, Senator 
| ? ’ t | 
C hin l il | re} Ce] 1 ( ~ta) - 
: . , ’ } 1] 
l eonsider thre elLVve harehotide) 
( ( “for (>! ‘ } ive } tr 
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ance and even Improve on it. Our continuing interest in better admin- 
istration of the tariff and related | 
appreciate this Opporvunity to make this st: 

Generally speaking, we beheve the proposed legislation will make 
for improved customs administration and eliminate 
tainties and hardships which plague those doing business with 1 


laws enuses us to welcome and 


itement 
lah 


Our comments on the present bill are more limited than on the origin il 
measure presented in the Tlouse i. fm. 1535 nee Hl. R. 5505 is a 
COS derably Hproved bill. 
We are in complete sympathy with the objectives of t legislation 
} in the nature of friendly observations 
] 1} | 


on selec ted portions of the bill whieh we feel w I 


and our comment, therefore, Is im 


me the 


MiatXimtun improvement possible, or wh 


dling or diminish the custom workload at. the erin OL propel 
controls. 
Section 15. Value: Subseetion (A) amend ne sectllol ay CO) 427 


rovides that In computing 


Tariff Act of 


states value On nonpurchased roods allowance 


( 


1930, as amended, 


shall be 


commission paid or to be paid. Allowing deduction of the full com 
mission without limitation would make it possi! le for fore gl, sup 
pliers through the medinm of owned o1 controlled s diaries In the 
United States, to land their merchandise in this co htryv at bstaa 
tially lower prices than other importers of competitive merchandise 


This could be added by il further prov so that the comm : } allowed 
shall in no case be ereater than that which - sual the mal 
ket for merchandise of the same class or kind a trict Gdereoig 
appratsement. 

The sane <ubser tion aiiel ding section 402 ( ng con- 


structed valne stipulates that the addition for weneral expenses and 


profit shall equal that usu 


lly added by produce producing 
COUNnTTY Who export to the United States o1 their uli Cri sual 
wholesale qual tities and in the ordinary Course OF TT] le. of merchant 
dise of the une Class o1 kind as that undergoing Lppra ! nt. 
Since one of the major objectives of the customs-simp ition pre 
posal has been to avoid as far as poss ble hay ner -LO \ ilu ition 
dependent on circumstances peculiar to foreign market sales, it is fair 
toa ume that this addition for general expenses ind profit ntended 


} 
to be based on export sales to the United states, \W it { 
probable that such would be the interpretation placed « the language, 
it might suble to spee fv that the ada tion tor gene. il expenses 
and profit is to be predicated on the export market to the Uy ted 
States. Heavier distribution costs, selling ind advertis ne expenses, 
commonly require foreion sellers to make compet tive col ioned 
merchandise being appraised on United States value basis of some 


gross selling price, with importer A receivin 


be ad 


} ] 1 
ad standard 10 percent 


cy 


This w ] l hed by 7 ng the y 
t ‘ } rehandise and 4 it he diff . 
t} ] wl wned by the mannfact 7 
\ t tir sume | lin 1 4 
t ( t le ring the ] s share t] 
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commission and importer B an inflated but actual commission of 40 
percent, the computation would be approximately : 


IMPORTER A IMPORTER B 
Per unit Per unit 


United States selling price_.-. $10.00} United States selling price $10. 00 
Less commission (10 percent) —- 1.00} Less commission (40 percent)_. 4.00 


9. 00 6. 00 
Less freight and insurance__-- .60| Less freight and insurance__-_- . 60 


8. 40 
Less duty (40 percent, esti- Less duty (40 percent, esti- 
mated) 2. 40 mated) 


Dutiable value 6. 00 Dutiable value____.---_--- 


As an initial consequence, B would pay less duty than A, though 

commercially and saleswise the merchandise is approximately the 
same. The probability is also that B, using the advantage given him 
by this lower duty liability, would reduce “substantially ‘larger addi- 
tions for general expenses and profits for home-trade sales “than for 
export tr ansactions. 

Section 21. Customs supervision : It is our sober judgment that this 
provision in its present form should not be enacted. Its avowed pur- 
pose is to avoid the possibility that the courts may interpret tariff 

requirements for customs supervision as demanding direct and con- 

tinuous supervision when the nature and purpose of the assignment 
would make that sort of supervision a wasteful employment ‘of cus- 
toms manpower. There can be no quarrel with such an objective, but 
section 21, in avoiding that danger, creates a far greater one. Pro 
ponents of this section will not deny the sweeping ‘and all-embr acing 
character of the language used. ‘To protect importers who have 
acted in good faith requires no more than a provision that any action 
or thing ‘done or maintained in good faith by an importer, or other 
person, under the supervision of customs officers, and in compliance 
with the principal customs officer concerned, may not thereafter be 
questioned administratively or otherwise. 

It most certainly does not require that we abandon a standard for 
customs supervision and substitute therefor in many cases the day-to- 
day makeshifts of hard-pressed local customs officers. 

Section 21 abandons prince iple and enthrones expediency. The true 
standard for customs supervision, implied but inflexible, is that it 
be of such a nature and extent as to effect the supervision intended 
within reasonable limits, dictated by the importance, revenuewise, or 
enforcementwise, of the task. The determination of what measure and 
kind of supervision, spot check, continuous observations, et cetera, is 
an administrative application of this general principle or standard 
to a specific control or enforcement problem. 

Under section 21, in the many instances where there is no regula- 
tion of the Secretary prescribing the nature and extent of the super- 
vision to be exercised, this specific local determination of what form 
the supervision should take becomes not. the application of the stand- 
ard but the standard itself; and it is evident, when local officers all 
over the country are making such determinations almost daily, there 
no longer is any real standard of supervision. Such a situation is 
obviously fraught with disagreeable consequences. But, quite apart 
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from its undesirability from a philosophical point of view, as a matter 
of system, it is especially dangerous in view of the current cireum- 
stances of the customs service. 

In recent years, in almost all customs activities, there has been a 
pronounced weakening of controls. This has been due, we think, to 
two factors. The minor one has been a certain overenchantment in 
high administrative circles with theoretical rather than practical 
measures. The recent change in the draw-back regulations is a case 
in point.2. But the major f: actor, and the one which has created a favor- 
able climate for the other, has been the terrific squeeze on customs 
manpower. ‘The steady rise in the customs workload on a static, ever- 
diminishing force has posed fearful problems for customs adminis- 
tration in the field and in the Bureau. Ofttimes, Customs does not have 
the personnel to perform the tasks imposed on it. Consequently, all 
sorts of short cuts and makeshift arrangements may be called into 
play to prevent a breakdown in customs operations. However, these 
makeshifts are now approached cautiously and reluctantly, with full 
appreciation of their shortcomings. But in the field of customs super- 
vision, if section 21 is enacted, the make-do approach becomes the ac- 
cepted norm. 

Tesaninass in the employment of makeshifts will no longer be quite 
as prevalent, nor will continuing concern whether the supervision 
exercised is consonant with the importance of the assignment and 
adequate for reasonable effectiveness be quite so justified. The en- 
actment of this section will tend to lessen the responsibility of field 
officers, and doing the best that can be done with the forces available 
at a given time will be a full discharge of duty, since there will no 
longer be an absolute standard geared to the importance and difficulty 
of the task. Local circumstances, though they vary from day to day, 

can conceivably govern. The effect is that the law sanctions a wide- 
open policy on those aspects of customs supervision which cannot 
be covered by department regulation. 

The Customs Bureau is and has been, one of the preeminent agen- 
cies of the Federal Government. It has earned a reputation for tech- 
nical competence, efficiency, and performance of a markedly high order. 
Much of this is due, of course, to the high type of personnel the Bureau 
has been able to attract and retain. But a large measure of its repu- 
tation is the fruit of basic customs concepts through the years which 
have, by and large, made customs decisions, rulings, determinations, 
et cetera, rest on facts rather than assumptions; first-hand informa- 
tion rather than documents; realities rather than probabilities. Sec- 
tion 21 contains the seeds of destruction of much of the effectiveness 
which has characterized the operations of the Customs Bureau, and 
we urge its rejection in its present form. 

The Cuairman. Any questions of the witness ? 

Thank you very much, Mr. Beiter, for your appearance here. 


* Simply stated, draw-back is the system whereby customs duties on imported merchandise 
may be refunded if the merchandise is used or consumed in the domestic manufacture of 
other merchandise subsequently exported from the United States. 

Two elements are required to establish the right to the duty refund. The imported 
material must, in fact, be used or consumed (with a limited possibility for substitution) 
in the manufacture of the domestic merchandise ; and this, in turn, must be exported from 
the United States. Great care is taken by Customs to verify the first element Specially 
trained personnel verify formulas, check manufacturing methods, et cetera Yet the 
coequal element of exportation, a fact much more readily established at first hand, may 
now be established by affidavit filed after the exportation is claimed to have taken place. 
And this is an operation paying out some $8,000,000 annually. 





274 CUSTOMS SIMPLIFICATION ACT 


Your statement will be placed in the record. 

You are speaking from the standpoint of the career people who ad- 
minister, who handle, the customs problems? 

Mr. Berrer. That is right, Senator: and we think this section is 
broad enough to permit the relaxation of all types of customs super- 
vision. 

The Crarrman. Yes, sir. Well, thank you very much. 

Mr. Berrer. Thank you, sir. 

The Cramman. Mr. Armstrong, I believe you are to be called next. 
You may be seated, and you may identify yourself for the record. 


STATEMENT OF IAN ARMSTRONG, ASSISTANT TO THE PRESIDENT, 
ELDORADO OIL WORKS 


Mr. ArmstronG. I am Ian Armstrong, of the Eldorado Oil Works, 
San Francisco, representing the Eldorado Oil Works and also the Na- 
tional Institute of Oilseed Products. 

The CuatrMan. Yes, sir. You may be seated. 

Mr. Armstrong. That is in San Francisco. 

I have here a brief written statement which I can—— 

Senator Kerr. Generally, what are the products? 

Mr. ArmstronG. Oilseed products. It is largely vegetable oil-bear- 
ing products. . 

Senator Kerr. Illustrate. 

Mr. Armstrronc. Copra, soybeans, cottonseed. 

Senator Kerr. Yes; all right. 

Mr. Armsrronc. Imported sesame seed, and things of that sort. 
They take oil out to make the oils, and the residue is in eattle food. 

The Cuarrman. You have a written statement ? 

Mr. Armsrrona. I have a written statement which I would read 
briefly. It will not take long. It is more or less a condensation of 
our views on the situation, and gives you a broad picture of it; and, 
if any time is saved in my presentation, I would like it granted to Mr. 
John Gordon, who follows me, and who has a statement in greater 
detail with more precise figures than I have here. 

The CuHarrmMan. Yes. 

Mr. Armstrong. If that is possible. 

The CuarmmMan. You may put your entire statement in the record 
if you wish to. 

Mr. Armstronc. Yes. Well, I would like to just get this off my 
chest. 

Let me, first of all, explain that copra, which is what we are par- 
ticularly interested in, is the dried meat of the coconut, which is 
produced all over the Orient. Owing to preference in taxation, the 
supplies for this country are mainly imported from the Philippine 
Islands. 

Copra contains two-thirds coconut oil and one-third coconut meal. 
Copra traditionally is duty-free, but a tax of 3 cents per pound it 
at present paid by the first domestic processors of the oil—— 

Senator Kerr. By what ? 

Mr. Armstrona. The first domestic processor of the oil. It is a 
processing tax; that is, the soap maker or the refiner or whoever uses 
the oil, he pays that tax when he processes the crude oil which he gets 
from us. 
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Senator Kerr. Tell me how you get the oil out of the coconut. 

Mr. Armstrrona. Well, there are different methods, which is one 
reason for our objection. The old-fashioned method was to, what we 
call, sealp it through an expeller, which is an Archimedian screw, 
that takes out about half of the oil, and from that process they used 
to take hydraulic presses and squeeze it out. In recent years they have 
developed two improved systems. One is an improved expeller. The 
Archimedian screw I mentioned has been improved whereby in prac- 
tically one process they can take all the oil out, except about 5 or 6 
percent. 

Then, there is the still further improved method of solvent process, 
which is what we use, in which you can take the oil down to 1 percent, 
so that you have these various methods of doing it, and that is one 
reason that we criticize section 22 of this bill in trying to arrive at 
what may be considered an appropriate equivalent in copra duty. 

Now, this section 22 calls for the United States Tariff Commission 
to certify to the President the rate of import tax for copra which the 
Commission estimates would be reasonably equivalent to the oil con- 
tent of copra. 

This will be anything but simple. Copra contains a larger per- 
centage of oil than any other oil-bearing material, and varies as much 
as 6 percent in oil content. That is a 10-percent variation of the 
normal oil content. 

Senator FLanpers. You pay the tax on the oil, not on the copra? 

Mr. Armsrronc. The tax is on the oil. We do not pay anything 
at present. What they want to do is to make us pay the equivalent 
when we bring in the copra. 

Senator Fuanpers. All right. 

Mr. Armsrrone. I wish to submit independent testimony to this 
effect taken from the records of arrivals of Philippine copra on the 
Pacific coast by industrial chemists, Messrs. Curtis & Tompkins, which 
I shall submit here. Curtis & Tompkins are the recognized experts 
in this country on the analysis of copra and coconut oil. 

Senator FLanpers. May I make another remark: Where it says 
that “certified to the President the respective rate or rates of import 
tax,” is there any difference between an import tax and a duty? 

Mr. Armstrrone. There is a specious difference. 

Senator Kerr. Explain that to me. 

Mr. Armstrona. The point there is that when you have a tariff, an 
import tariff, it is the published tariff of the United States, and as 
such is what is negotiated when we sit in with GATT and other inter 
national organizations, and that is officially recognized, and is some- 
thing that is only altered at specific intervals in this country when 
there is a tariff revision on. That is a tariff. 

Now. we have understandings with different countries, particularly 
under GATT, on tariffs, and GATT has pointed out that, “While you 
fellows, yes, vou have got vour tariff all right. but you have also got 
these processing taxes which are, in effect, tariffs, but we want you to 
come out and take these processing taxes and make them what they 
really are, tariffs.” ; 

Well, we get around these things because we have a definite arrange- 
ment, for instance, with the Philippines, that we will not put any tariffs 
against them, but we will put an import tax against them. That is 
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why I say it is specious in calling it an import tax when actually it is 
a tariff. 

Senator FLanpers. Now we have gotten three terms here. We have 
gotten tariff, import tax, and a processing tax. 

Mr. Armsrrona. Yes. 

Senator FLanpers. Is the import tax a half-way between a process- 
ing tax and a tariff ¢ 

Mr. Armsrronc. The import tax is a tariff by another name. 

Senator Fianpers. Are there other examples of import tax, or do 
we mostly go to processing tax ? 

Mr. Armsrrona. There is re: ully no point in having what you might 
“all a specific import tax. 

Senator FLanpers. This provides for it, though. 

Mr. ArmsrronG. This attempts to provide for it, but it actually 
is a tariff, so that the only thing I can figure is that they had a certain 
amount of decency in not calling it a tariff, because we have agree- 
ments definitely not to put on a tariff, but we can say it is an import 
tax, 

Senator Fianpers. You are making decency the equivalent of 
subterfuge. 

Mr. Armsrronc. That is right; that is it. 

Senator Kerr. Was that a question or an accusation ? 

Senator Fianpers. I will let it stand on the record as it reads for 
the judgment of posterity. 

Senator Kerr. I must say that posterity may have some great in- 
terest in it, but I was curious, and I am sorry that my ci riosity was 
not gratified. 

Mr. Armstrong. I will siniaplil: 

I have already mentioned the variation of 6 percent, which is equiva- 
lent to a 10-percent variation in the oil content of the copra itself. 
In addition to this there are different methods of extracting the oil. 
Some mills, namely those which use the solvent process, leave about 
1 percent of oil in the byproduct meal, while others, who use the pro- 
peller process, leave as much as 5 to 6 percent of oil in the meal. 

Between these two wide variables an average could be arrived at 
which could put out of business a mill which ordinarily leaves 5 to 6 
percent of oil in the meal if they got a long run of low-oil-content 
copra. 

Incidentally, the two leading oil-bearing materials in this country. 
cottonseed and soybeans, have a total oil content of only 16 percent. 

Senator Kerr. What is the oil content of peanut ¢ 

Mr. Armstronc. Peanut is quite a bit higher. Peanut is up to 
around 30, 35 percent. 

Senator Kerr. Castor beans? 

Mr. ArmstronG. Castor beans about 42 percent. Castor beans vary 
depending on what part of the world they come from. So you can 
readily see that with this variable of 6 percent in the oil content, in 
another, say, 5 percent in the extraction, it would be practically 1 im- 
possible for the Tariff Commission to reconcile these factors. 

At present the tax is paid on the oil actually produced, and is paid 
by the processor at the time of processing. There seems to be no logical 
reason why this should be changed. 
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Section 22, therefore, would considerably complicate rather than 
simplify matters, and work a gross injustice on the oil-crushing mills 
in this country. 

Section 22 also overlooks the cardinal fact that it transfers the pay- 
ment of such taxes from several industries to one industry, thus placing 
a completely new tax on our oil-crushing business. 

Unfortunately, there are less than 20 copra-crushing mills all to- 
gether in this country who will have to bear this enormous tax, which 
is at present collec ‘ted from more than a thousand contributors. 

This section, therefore, if passed would hold these few mills re- 
sponsible for the payment of about $18,000,000 annually. 

Senator Kerr. How much? 

Mr. Armstrona. $18 million. The precise figures are in John Gor- 
don’s statement when he follows. It was paid last year under the 
processing tax. It was over $18,000,000, whereas at present this tax 
is collected months later from the actual users of the oil. 

It is true that the final purchaser would eventually pay this tax as 
at present, but this proposed section 22 not only would anvolve $6,000,- 
000 additional working capital by these few mills, but would also 
penalize the final purchaser by his having to pay the tax about 45, 50 
days earlier than he pays it under the present arrangements. 

My firm alone, operating one mill on the Pacifie coast and another 
on the Atlantic coast, uses about 7,000 tons of copra monthly at each 
plant. The proposed tax would work out roughly at about $42 a ton, 
just taking the average of those figures, so we would be called upon 
to pay over half a million dollars each month in the import tax—one 
concern. This is equivalent to over 30 percent of the cost of our raw 
material. 

At present we pay nothing. The tax is collected later from the 
processors, and the burden, therefore, is broadly distributed, and there 
is no hardship at present. 

Obviously, these facts were not taken into consideration by the 
authors of this section, as they specifically mention that “no change 
in the economic burden of the tax is intended.” At present, the tax 
is paid approximately 8 to 4 months after the oo is imported, 
whereas this section calls for the payment at time of importation, 
which would be a crushing burden on a relatively few mills. 

We can ayraps athize with the broad objective of GATT, the General 
Agreement on Tariffs and Trade, to smoke out these iniquitous process- 
ing taxes, and call them what they really are, import taxes or tariffs 
which, in most cases, were passed in the depression years of the early 
thirties, and which are completely out of step with our present econ- 
omy. In other words, since the last war the United States has devel- 
oped from a net import to a net export basis on oils and fats, and we 
have no longer any need for this protec tion. 

As we read the terms of the GATT agreement, there is no obliga- 
tion on the part of the United States to convert these processing taxes 
to duties and, in fact, we would put more credence in the provision 
of the Treasury Department analysis of H. R. 5505 that they “should 
be done away with as they discriminate in fact against imports.” 

The most convincing evidence of this is the fact that prewar approxi- 
mately 90 percent of Philippine copra was shipped to this country. 
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This percentage has steadily declined year by year until in 1951 the 
percentage was down to 50 percent, and is getting worse monthly. 
This is, therefore, no time to place additional handicaps on a dis- 
tressed industry. 

We also believe that this section 22, imposing an import tax on copra, 
is in direct contravention of the Philippine Trade Act of 1946. Copra 
has been traditionally duty-free the world around, and is so bound 
in the trade agreements with Great Britain, and which automatically 
include all most favored nations. Placing an import tax on copra now 
would be flatly against the spirit of these agreements even under the 
subterfuge of calling it an import tax instead of a tariff which, in fact, 
it would be. 

We submit that section 22 actually calls for additional work to be 
done by the United States customs, which heretofore has been done by 
the Internal Revenue Department and, therefore, could not be regarded 
as customs simplification. 

At the time this bill was in the House, largely through ineptitude, 
no protest was made by us against this section. The points T have 
raised, therefore, were not considered by the House, mal your honor- 
able committee need not feel that by eliminating this section they 
would be overriding the House on something which they might other- 
wise have had a definite interest in. 

To sum up, therefore, it will be seen that this Section 22 has been 
prepared without a full knowledge of the actual results, and is an 
injustice to our industry. There is no resulting advantage to anyone, 
and definitely it imposes a new tax on an industry which is already 
depressed and losing ground. It contemplates a tax on copra which is 
historically duty- free, thus abrogating existing international agree- 
ments. It is also definitely not germane to a custom simplification bill. 

We, therefore, pray for the elimination of section 22, and thus leave 
this tax situation unchanged. 

Senator Kerr. Who do you think was responsible for putting this 
provision in the bill ? 

Mr. Armstrong. It was done as an aftermath of the GATT agree- 
ment. You see, we had our fellows at this GATT understanding, and 
they said, “Well, yes, we will do what we can to make everything 
honest and make them all duties,” and they came back, and T think 
it was probably the State Department may hives standed it inanattempt 
to show the other countries that we were willing to do even more than 
we had promised to do under the GATT, and I think it came through 
the State Department. 

Just on thinking about it, they said, “Well, after all, this tax is being 
paid here, and if we just fix it up and make an import tax out of it, it 
will be substantially the same thing,” but they did not think it through. 
They did not realize that they would be collecting it 4 or 5 months 
earlier than they are at present, and collecting from a totally different 
industry, and from just a few people. There are less than 20 of us 
that would pay this whole tax that is now paid by a couple of thou- 
sand people, probably. 

Senator Kerr. In what general classification ? 

Mr. ArmsrroneG. Oil refiners and soap makers are the people who 
pay it at present. 

Senator Kerr. In what form ? 
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Mr. Armstronc. In the form of the processing tax of 3 cents a 
pound. 

Senator Kerr. What this would do would repeal that. Does it 
repeal that ? 

Mr. Armstronc. No. At present the copra comes in free. 

Senator Kerr. Yes. 

Mr. Armstrrone. We crush it and we make crude oil. 

Senator Kerr. Yes. 

Mr. Armsrrone. We do not pay a nickel, but the man who buys the 
crude oil from us has to show that in his records, at at the end of each 
month, 30 days, after he has processed it, he has to pay his 3 cents a 
pound processing tax to the internal revenue; that is when it is paid. 

Senator Kerr. Does this bill say anything about that processing 
tax ¢ 

Mr. Armstrrone. This bill says precisely that you have to take that 
3 cents and step back and—— 

Senator Kerr. In other words, what it does then is to repeal the 
processing tax and enact an import tax. 

Mr. Armsrronc. Which is presumed to be an equivalent. The 
Tariff Commission has to work out an equivalent. 

The Cuairman. Converts it into an import tariff. 

Mr. Armstrrone. Converts it into an import tariff. 

The Cnarrman. Thank you very much. If there are no other ques- 
tions, thank you very muc ch, Mr. Armstrong. 

Mr. Armstrong. Thank you, sir. 

(The letter previously referred to is as follows :) 

Curtis & TOMPKINS, LTD., 
San Francisco, April 25, 1952. 
Oil content of Philippine copra. 
Mr. I'N ARNSIRONG, 
El Dorado O'l Works, 
311 California Street, San Francisco, Calif. 

Dear Mr. ARMSTRONG: In reply to your question regarding the range of oil 
content found in copra, we can advise that we have found this to be from 61.8 
to 67.7 percent. This covers our experience in Philippine copra, which was the 
basis of your inquiry. 

Trusting the above will provide you with the information desired, we are 

Yours very truly, 
Curtis & TOMPKINS, Lrtp., 
H. pe Bussrieres, Vice President. 

The CuarrmMan. Mr. Acer? All right, you may be seated and iden- 
tify yourself for the record, please, sir. 


STATEMENT OF VICTOR A. ACER, VICE PRESIDENT, SPENCER 
KELLOGG & SONS, INC. 


Mr. Acer. I am Victor A. Acer, vice president of Spencer Kellogg 
& Sons, Inc., of Buffalo, N. Y. 

The Cuarrman. What business is that, Mr. Acer? 

Mr. Acer. Cur company are crushers of oilseeds and refiners of 
various vegetable oils. 

The CuatrmMan. Yes, sir. All right. 

Mr. Acer. I have no prepared statement. I wanted to appear here 
in opposition to the proposal in section 22 of this bill to change 
this cocoanut-oil tax from a processing tax to an import duty. I 
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am on the same side as is Mr. Armstrong, and I understand that the 
only point we can make on that subject is to approve the proposal 
or disapprove the proposal. 

It seems to me that the proposal, whoever put that in, and called 
it customs simplification, perhaps had a sense of humor, because I do 
not see that it is customs simplification at all. It seems to me—— 

Senator Kerr. I must say that I agree with your conclusion but 
not the premise. I would say that they must have had a sense of 
humor. 

Mr. Acer. Perhaps so, Senator Kerr. 

To me it seems that it will complicate things very greatly to try 
to collect the money now being collected through a 3-cent-per-pound 
processing tax on oil, to collect that equivalent through an import 
tax on copra, the oil content of which is a variable quantity, and 
varies from year to year, varies from season to season, and varies from 
point of origin by a very great amount. 

Therefore, I feel it is going to be extremely difficult and impossible 
to do it fairly, because there is.a varying quantity of oil in the copra, 
and when the oil is taken out of the copra varying oil yields are ob- 
tained, depending on the method of extraction. 

It would be simple if it were imported as oil, but of the total im- 
portations of oil and copra only about 10 or 15 percent of those impor- 
tations come in as oil, and all the rest come in as copra. 

Another point I would like to make is that it would require crushers 
like ourselves to obtain, in one way or the other, a great deal more 
working capital to pay this out as an import duty. The burden would 
be on us where now it is on the user of the oil, to pay the processing 
tax. 

It has been estimated, and I believe the figure is right, that some- 
thing over $18,000,000 would have to be paid out by the copra-crushing 
industry in the form of import duties and, therefore, we would need 
that much additional working capital, which is rather hard to obtain 
now under the present tax burdens and under higher bank rates. 

The other point I would like to make before I conclude is that in 
the copra-crushing industry now, as well as in the oilseed-crushing 
business generally, there is currently some unemployment. 

I feel that the fixing of this 5-cent-per-pound tax into an import 
duty would increase that unemployment, which we do not want to see 
happen. 

That concludes my statement, and I thank you for the opportunity 
to appear. 

The Cuamrman. Well, thank you very much for your appearance. 

Mr. Acer. Thank you, sir. 

The Cuairman. Mr. Gordon? 


STATEMENT OF JOHN B. GORDON, SECRETARY, BUREAU OF RAW 
MATERIALS FOR AMERICAN VEGETABLE OILS AND FATS 
INDUSTRIES 


Mr. Gorpon. Mr. Chairman, my name is John B. Gordon. 
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The Cuamman. Yes,sir. You may be seated. . 
Concessio) 


Mr. Gorpvon. I am secretary of the Bureau of Raw Materials for 
American Vegetable Oils and Fats Industries, the address of which . paregra 
think, y« 


is 1243 National Press Building, Washington, D. C. 
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I have a brief which I desire to file for the record. 

The Cuairman. Yes, sir; you may do so. 

Mr. Gorpon. And which I would like briefly to touch upon. 

The CuarrMan. Your brief will be inserted in the record in its 
entirety, and then you may proceed as you wish. 

Mr. Gorvon. Mr. Chairman, the Treasury Department analysis of 
the Customs Simplification Act of 1951 states on pages 41 and 42 the 
reason why it is proposed to change the processing tax to an import tax. 

Briefly, the Treasury Departme nt analysis states that it is because 
of the requirement of article III of GATT, which is the General 
Agreement on Tariffs and Trade. 

Senator Kerr. They state what now ? 

Mr. Gorvon, They state that it is due to a requirement of article ITI 
of GATT, which is the General Agreement on Tariffs and Trade. 

Senator Kerr. That would take it out of the category of customs 
simplification projects, then; would it not ? 

Mr. Gorpon. I think it would; yes, sir. I think that very definitely 
would be the case. In their analysis there is no suggestion that this 
would contribute to customs simplification. 

I might briefly read that section of the Treasury Department 
analysis: 

As a matter of principle, it is desirable that taxes for protective purposes 
should be levied at the customs frontier, and that once imported merchandise 
has passed the custolos barrier it should not be discriminated against as com- 
pared with merchandise of domestic production. This general rule of non- 
discriminatory internal taxation for imports (national treatment) has been 
included in our commercial treaties and agreements for many years. The same 
rule in somewhat broader terms is contained in article III of the general agree- 
ment. Under this provision the processing taxes imposed by section 2470 of 
the Internal Revenue Code should be either done away with or converted into 
import taxes because they discriminate in fact against imports. 

They do not propose to do away with them. It must be borne in 
mind that they simply propose to convert them into import taxes. 

While they mention article IIT specifically of the General Agree- 
ment on Tariffs and Trade, actually this matter of internal taxes, the 
desirability of their removal or subjecting them to negotiation and 
what. not, is specifically mentioned in other sections of the General 
Agreement on Tariffs and Trade specifically named in part I, article 
II (b) and (c), and part IT, article ITT (1). 

Now, there is not, however, under the General Agreement on Tariffs 
and Trade any obligation whatsoever on the part of the United States 
to make these changes from processing taxes to tariff duties because 


jeate h and every one of these articles, specifically the one which the 


Treasury Department refers to, contains this provision: 


Such products shall also be exempt from all other duties or charges of any 
kind imposed on or in connection with importation in excess of those imposed on 
the date of this agreement— 
in other words the United States 

Senator Kerr. Where are you reading from? 

Mr. Gorvon. I am reading from page 3 of my—— 

Senator Kerr. What are you quoting from? 

Mr. Gorpon. I am reading from part I, article II, Schedules of 
Concessions of the General Agreement on Tariffs and Trade, and this 
is paragraph (c) thereof, and it is quoted on page 3 of my brief, which, 
i think, you have before you. 
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Senator Kerr. Part I, article II, paragraph what? 

Mr. Gorpon. Paragraph (c). The section I am reading is down in 
the middle of (c). It starts with— 

Such products shall also be exempt from all other duties or charges of any 
kind imposed on or in connection with importation in excess of those imposed 
on the date of this agreement— 
and so forth. 

Now, the same language appears in (b) of part I, article IT, and that 
is underlined in my brief. 

Now, somewhat identical language appears at the end of part II, 
article III. It says: 
no contracting party shall apply new or increased internal taxes on the products 
of the territories of other contracting parties 
and so forth. 

Now that, Mr. Chairman, is why I say that the United States is 
under no obligation, and I believe it is recognized by the authors of 
section 22, that we are under no obligation to convert processing taxes 
to import taxes. They apparently are going beyond what they know 
are their recognized obligations in making this recommendation as 
respects the Customs Simplification Act of 1951. 

We remind you that these processing taxes were levied in 1934. 
They were in existence in 1947 when the General Agreement on "Tar iff s 
and Trade was arrived at. They are not new. Therefore, this coun 
try has a perfect right under the General Agreement on Tariffs and 
Trade to keep them in their present form, which is that of a processing 
tax. 

Senator Kerr. Who would benefit by this proposed change ? 

Mr. Gorvon. Senator, we have looked over the entire field, and we 
cannot find anyone that has asked for it. It does not originate with 
the countries of origin of these products which they propose to change ; 
that is, countries like Indonesia, they have made a protest to the State 
Department which has referred the protest to this committee. It does 
not originate with the Belgian Congo because the Government of 
Belgium has made a protest to the Department of State against this 
change. The British Government, in whose colonies originate a good 
any of these produc ts, has made a protest, so it is difficult for us to 
find out where there is any demand for it. 

Senator Kerr. If you can answer my question then I would answer 
your inquiry. 

Mr. Gorpon. Yes, sit 

Senator Kerr. Who would profit py it? 

Mr. Gorvon. Tam afraid, sir, there is not anybody that would profit 
by it. You may take this as further evidence: In the testimony which 
was delivered before the Ways and Means Committee at the time this 
section was up for consideration there was not one single witness who 
spoke in favor of this change as proposed in section 22 in the bill. 

Senator Kerr. Or in justification of it? 

Mr. Gorpon. I mean—wait a minute, I had better say this, in favor 
of the change-over from processing tax to import tax. 

On the other hand, the testimony was on the other side. It was 
unanimous against it. 

Now, I include in that statement even the Treasury and the State 
Department, and I understand that the bill was written in the Treas 
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ury Department, no evidence was given by them. I read the testimony 
carefully, and I could not find any statement made on it. 

Now, as Mr, Armstrong said, the facts which we are presenting to 
you now were not presented to the Ways and Means Committee for 
ihe simple reason that we were trying to secure the repeal of the tax, 
but we were thrown out on a point of order. We never suspected that 
that was going to happen. We did not realize that we were not in 
order with our amendment. And when it was thrown out it was too 
late to get our testimony in on changing it from a processing tax to 
an import tax. If we are going to live with this tax, it is infinitely 
better for the industry that crus shes the copra and palm kernels to live 
with it as a processing tax than to live with it as an import tax, because 
of the difficulties which have been described, and which I will describe 
a bit further. 

Senator Kerr. Does that processing tax apply to oil derived from 
domestic sources ¢ 

Mr. Gorpon. Yes, sir: it apphes without exception or discrimina- 
tion. 

Senator Kerr. In other words, if the processing tax were elimi- 
nated, it would be eliminated with reference to the oi] derived not only 
from ee products but from domestic products; would it not? 

Mr. Gorpon. So far as the processing tax is concerned, when the 
import tax is levied, it is a case of just shifting from—— 

Senator Kerr. When the import tax is levied it applies only to 
imported products. 

Mr. Gorvon. You take it from one pocket and put it into another. 

Yes, sir; the import tax would apply to imports. But we have no 
domestic, no indigenous, production of these articles. They are all 
produced outside of the United States. 

Senator Kerr. Aren’t there domestic products from which com- 
petitive oils are secured ? 

Mr. Gorpon. Well, in a degree, yes, sir; but—— 

Senator Kerr. Would this be of benefit to them ? 

Mr. Gorpvon. Well, of course, that would enter into the basic philos- 
ophy as to why the tax was levied originally. We may grant, for 
purposes of argument, that there was some reason for levying it orig- 
cai. 

Senator Kerr. I am not trying to argue; I am just trying to get the 
picture. One gentleman here talked about soybean oil. 

Mr. Gorvon. Yes. May I say 

Senator Kerr. And other oils which, I presume, were of domestic 
origin. 

Mr. Gorvon. Yes. I think you may say this without fear of con- 
tradiction, Senator, that no domestic producer thinks that he would 
benefit from this change. As a matter of fact, two or three farm 
eroups appeared before the Ways and Means Committee and sot 
to the change being made. Now, the reason they objected to it w 
because they had some idea that if you changed the processing tan 
to an import tax that it would be subject to negotiation under the 
flexible tariff provision—that is, section 350 of the Tariff Act of 1930. 

Now, that is the case because there is a provision in this bill that 
specifically provides that the import tax is not subject to negotiation 
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and, as stated by both the Treasury and the State Department wit 
nesses in testifying on this bill, it is not proposed to raise or lower » 
rate of duty. 

Of course, actually, as has been pointed out, they probably woul 
succeed in greatly lowering the duty or raising the rate of duty 
through the fluctuation of the oil content of these oilseeds which wa 
bring in for pep apt wre is, copra and palm kernels—and on whic! 
the processing tax on oil w ould be changed to an import tax. 

In respect to the oil content, the point was brought out that since 
the Tariff Commission under the terms of this bill must determine for 
the committees of Congress—presumably after it is signed—the oi] 
content of copra and palm kernels, there will not be any definite 
percentage placed in this bill. 

Now, when they go to find the oil content of copra, they are going 
to find a variation, as set forth in this book by Jamieson, Vegetable 
Fats and Oils, second edition, that the oil content of copra ranges from 
60 to 70 percent, which is a variation of 16.67 percent in oil content 
between different kinds of copra. 

They say they do not intend to raise or lower the tariff rate of duty, 
but, you see, they just could not get away from it there. They could 
not set any rate which would be fair and which would be equitable. 

In the case of palm kernels, which are the next most important oil 
seed that would be affected, the variation there is from 44- to 53 
percent oil content. Now, that is a variation of 20 percent between 
the high and the low. 

Mind you, they vary more, you might say, than the total oil yield 
of our chief domestic oilseed in this country, which is cottonseed, and 
it is pretty near the same for soybeans, so that you would have inequity 
between producers of copra from different areas; you would have an 
inequity where one importer of copra happened to bring copra in from 


an area where you had a high oil content; you could not possibly say, 


“Well, you can pay on the total oil content” because it would take an 
indefinite time to analyze copra and palm kernels at the port of entr y 
and say, “You have got to pay somuch duty. Here is the oil content,’ 
and it would be very hard to transact business because the oil content 
of these oilseeds is whatever it is. If it is 62 percent or 60 percent, 
that is a fair tender—that is, in the case of copra; if is it 70 percent, 
it is a fair tender; if it is 44 percent in the case of palm kernels, that 
isa fair tender; if it is 53 percent, it is a fair tender. The oil content 
is what it is and there is no stipulation as to what it is in advance when 
you buy it. 

Now, then, may I point out 

Senator Kerr. What basis do you buy it on, so much a pound? 

Mr. Grorpon. By the ton. 

Senator Kerr. By the ton? 

Mr. Gorpon. Yes, sir. 

Senator Kerr. Do buyers sample it when it comes in, and make ai 
offer ? 

Mr. Gorvon. No, sir. You buy it in the country of origin, place a 
letter of credit, and they ship against that letter of credit, generally 
drawing 95 percent against it. 

Now, then, a second part of this bill which I wish to touch upon is 
the proposal to convert the taxes on hempseed, perilla seed, kapok 
seed, rapeseed, and sesame seed into import taxes—not that it is of any 
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interest to us specifically—but the point is that they are proposing to 
do something that has already been done. The language of that por- 
tion of section 22, as written, is entirely redundant. In other words, 
the taxes on those five oilseeds are already collected at the port of 
entry, the same as its expected to be accomplished by changing the 
processing tax on cocoanut oil, palm kernel oil, and palm oil into im- 
port taxes. 

Now, mind you, there is a further consideration which shows that 
these are actually considered by the State Department to be import 
taxes at the present time, for the simple reason—— 

Senator Kerr. Is there a different situation with reference to this 
second group of oil-bearing seed that you have referred to? 

Mr. Gorpon. Yes, sir. The situation is this: That has not any busi- 
ness in the bill at all and never should have been put in there. 

Senator Kerr. I am trying to get the information. 

Mr. Gorpon. Yes, sir. 

Senator Kerr. Now, on the copra and the palm kernel and the 
palm oil, there is at this time no import tax of any kind? 

Mr. Gorpon. Well, there is on the oils. It is not on the oilseeds 
that 

Senator Kerr. I am talking about the seed. 

Mr. Gorpon. The palm kernels and the copra, there is no import 
duty. 

Senator Kerr. Now, then, with reference to this other group that 
you were talking about, sesame seed, rapeseed, hempseed, kapok seed, 
and perilla seed, is there presently a tax on those seed imports / 

Mr. Gorpon. Yes, sir. It is an import tax, and they propose to 
change it into an import tax when it is already an import tax. Further, 
there is this fact : that the statutory rates of tax on every one of those 
oilseeds have been lowered, which proves that they are regarded as 
import taxes and not as processing taxes. Therefore, this language is 
absolutely redundant. It does not belong in the bill. 

It is easy to concede, therefore, that since this portion of the bill 
proposes to accomplish something that has already been done, that 
that should be stricken out, and we earnestly hope when you do. 
strike that section out, that you will strike that section which proposes 
to change processing taxes into import taxes, and that will dispose of 
section 22 in its entirety. 

Senator Kerr. In other words, when we start striking out that which 
is redundant, you just think we ought to 

Mr. Gorpon. Yes, sir. 

The CHarrMan. Strike out all of it. 

Mr. Gorpon. Strike it all out, yes, sir. 

Now, the statutory rates of duty on those oilseeds are all on page 
> of my brief. Only one of them’still stands at the statutory rate— 
that is the one on perilla seed—which is 1.38 cents a pound, but that 
tlso had been reduced 50 percent under section 350 of the Tariff Act 
of 1930 in the Chinese Trade Agreement. But the Chinese denounced 
their trade agreement, and therefore it reverted to the original rate, 
that is, the statutory rate of 1.38 cents per pound. 

Senator Kerr. What is perilla seed ? 

Mr. Gorvon. It is a seed from which you obtain a drying oil, with 
i very high absorptive power for oxygen, which is used in the manu- 
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facture of paint and high-gloss varnishes. It is produced mainly in 

the Orient. 

The CHamman. The same as tung oil. It serves the same purpose 

Mr. Gorpvon. Somewhat; yes, sir. 

The CHatrrMAan. Somewhat the same function ? 

Mr. Gorpon. Yes, sir. 

The CHatrMan. Your recommendation, Mr. Gordon, is that this 
Section 22 be taken out of this bill ? 

Mr. Gorpon. Yes, sir. 

The CuHarrman. As adding nothing to customs simplification, and it 
necessarily brings about some complic ations in converting the tax 
over i. an import duty. 

Mr. Gorvon. Yes,sir. And that it would bring a very grave burde: 
upon the copra-crushing industry. You understand that these mer 
in that business have had a long seige of no profit, and I am afraid 
if they were confronted with this responsibility of raising additional 
working capital it would put some of them out of business. 

The CuHatrMan. Would there be any likelihood, or put it the other 
way around, would there be any temptation to crush all these, say, 
copra into oil and ship it into this country as oil? Would there be 
some danger of that happening? 

Mr. Gorpvon. If converted into an import tax ¢ 

The CuHatrMan. If you converted it into an import tax. 

Mr. Gorpvon. Well, of course, the oi] would bear a three cents pei 
pound tariff duty. 

The CHarrMan. Yes, that is true. 

Mr. Gorvon. That would not benefit. I cannot see that anybody 
would benefit, Senator, although such a trend as you mention might 
be started if the inequities against copra proved too great. 

The Cuamman. You cannot see anyone benefited ¢ 

Mr. Gorvon. No, sir; not a soul. 

Senator Kerr. You say this is where everybody could be hurt and 

obody helped. 

Mr. Gorpon. Yes, sir: and seriously, sir. 

The CuHarrman. Thank you very much, Mr. Gordon. Your whole 
brief will appear in the record. 

( The brief of John B. Gordon is as follows:) 

BRIEF SUBMITTED BY JOHN B. GorRDON, SECRETARY, THE BUREAU OF RAW MATERIALS 
FOR AMERICAN VEGETABLE OILS AND FATS INDUSTRIES, URGING THE SENATI 
FINANCE COMMITTEE To STRIKE SECTION 22 FROM THE PROVISIONS oF H. R. 5505 
(THE CUSTOMS SIMPLIFICATION AcT oF 1951) 

Since section 22 of H. R. 5505 is the only section which is of specific interest to 
the members of the Bureau of Raw Materials for American Vegetable Oils and 
Fats Industries, it is discussed in detail. Section 22 is of particular interest to 
crushers of copra, refiners of coconut oil and producers of fatty acids, when the 
basic material is either crude coconut oil or palm-kernel oil. Section 22 pro- 
poses to convert the processing taxes levied on coconut, palm, and palm-kerne!l oils 
in the Revenue Act of 1934 to import taxes. Collection of the import taxes would 
be made by the Commissioner of Customs rather than by the Commissioner of 
Internal Revenue as is presently required by law in the case of the processing 
taxes. 

The foregoing conversion of processing taxes to import taxes is proposed to be 
earried into effect because of the provisions of part I of article Il of the Genera 
Agreement on Tariffs and Trade and part IJ, article ill, as entered into at Geneva 
in 1947, as quoted below: 
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“PART I, ARTICLE II—SCHEDULES OF CONCESSIONS 


“1. (a) Each contracting party shall accord to the commerce of the other con- 
tracting parties treatment no less favourable than that provided for in the appro- 
priate Part of the appropriate Schedule annexed to this Agreement. 

“(b) The products described in Part I of the Schedule relating to any contract- 
ing party, which are the products of territories of other contracting parties, shall, 
on their importation into the territory to which the Schedule relates, and subject 
to the terms, conditions or qualifications set forth in that Schedule, be exempt 
from ordinary customs duties in excess of those set forth and provided for therein, 
Such products shall also be exempt from all other duties or charges of any kind 
imposed on or in connection with importation in excess of those imposed on the 
date of this Agreement or those directly and mandatorily required to be imposed 
thereafter by legislation in force in the importing territory on that date 

“(c) The products described in Part IL of the Schedule relating to any con- 
tracting party, which are the products of territories entitled under Article I to 
receive preferential treatment upon importation into the territory to which the 
Schedule relates, shall, on their importation into such territory, and subject to 
the terms, conditions or qualifications set forth in that Schedule, be exempt from 
ordinary customs duties in excess of those set forth and provided for in Part I 
of that Schedule. Such products shall also be exempt from all other duties or 
charges of any kind imposed on or in connection with importation in excess of 
those imposed on the date of this Agreement or those directly and mandatorily 
required to be imposed thereafter by legislation in force in the importing territory 
on that date. Nothing in this Article shall prevent any contracting party from 
maintaining its requirements existing on the date of this Agreement as to the 
eligibility of goods for entry at preferential rates of duty.” 


PART II, ARTICLE III NATIONAL TREATMENT ON INTERNAL TAXATION AND REGULATION 


“1. The products of the territory of any contracting party imported into the 
territory of any other contracting party shall be exempt from internal taxes and 
other internal charges of any kind in excess of those applied directly or indirectly 
to like products of national origin. Moreover, in cases in which there is no sub 
stantial domestic production of like products of national origin, no contracting 
party shall apply new or increased internal taxes on the products of the territories 
of other contracting parties for the purpose of affording protection to the produ 
tion of directly competitive or substitutable products which are not similarly 
taxed; and existing internal taxes of this kind shall be subject to negotiation for 
their reduction or elimination.” 


1. The United States is under no obligation under the terms of GATT (or any 
other instrument) to convert the processing taxrcs on coconut, palm-kernel 
and palm oils into import tares 


Attention is called to the fact that the concluding sentence of paragraph 1 (b) of 
part I, article II, of GATT reads as follows: 

“Such products shall also be exempt from all other duties or charges of any 
kind imposed on or in connection with importation in excess of those imposed 
on the date of this Agreement or those directly and mandatorily required to be 
imposed thereafter by legislation in force in the importing territory on that 
date.” 

It will also be noted that similar phraseology appears in paragraph 1 (c) of 
part I, article II, of GATT. It is also pointed out that paragraph 1 of part II, 
article III, contains somewhat similar language, which reads “no contracting 
party shall apply new or increased internal taxes.” 

Attention is called to the foregoing language to show that there is no obliga- 
tion incumbent upon the United States to change the processing taxes on coconut, 
palm, and palm-kernel oils into import taxes, in view of the fact that these taxes 
were instituted prior to the entry of the United States into GATT in 1947, having 
been in effect since May 1934, and, having been in effect since that date, they 
are hot “new” taxes. 

Attention is also called to the fact that part IT, article IIT, as quoted above, 
contains the following language: “and existing internal taxes of this kind shall 
he subject to negotiation for their reduction or elimination.” It is obvious that 
this provision was expressly ignored in the drafting of section 22, as may be seen 
from the inclusion of a specific provision on page 41, lines 18 to 28, inclusive, 
Which forbids modification of the processing taxes after conversion into import 
duties uner section 350 of the Tariff Act of 1980, as amended. 
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The ignoring ef the provis?on that “existing internal taxes of this kind sha! 
be subject to negotiation for their reduction or elimination” furnishes additiona 
proof that the United States is under no obligation whatsoever to make any o! 
the changes proposed in section 22 of H. R. 5505. In other words, if the author 
of H. R. 5505 were seeking to perform an obligation of the United States und 
GATT, it would appear that they would do so in toto by making the processin 
taxes when converted to import taxes subject to reduction, rather than to sj 
cifically prohibit such reduction. 


2. The proposal to convert the tu@es on hempseed, perilla secd, kapok seed, rape 
seed, and sesame secd into import taxes as contained in section 2. is red 
dant, as these tarves are already collected at the port of cntry and have th 
status of import tarcs 

H. R. 5505 also proposes to convert the taxes on hetmpseed, perilla seed, kapo! 
seed, rapeseed, and sesame seed into import tuxes. The taxes on these oilseeds 
likewise originated in the Revenue Act of 1954. They are, however, alread) 
being collected at the port of entry at the time of importation by the collector 
of customs. They are already regarded as import taxes, and not as interna 
taxes, as evidenced by the fact that the statutory rates of tax as given on pag 

39, lines 24 an 25, and line 1 of page 40 of H. R. 5505, have been reduced unde: 

the provisions of section 350 of the Tariff Act of 1930, as amended. We give 

herewith the statutory rates of duty on these five oilseeds, with the existing rate 
of import tax. 


Statutory rate Present rate 


Cents 
Hempseed 0.62 cent GATT 
Perilla seed , 1.38 cents 
Kapok seed 1.0 cent Torquay 
Rapeseed 2. ( 1.0 cent GAT I 
Sesame seed ‘ 0.59 cent GAT 


1 Lowered by GATT to 0.69 cent per pound, but restored to statutory rate when China withdrew fri 
GATT. 


We point out that none of the above reductions in amount of tax coul 
have been made if the taxes borne by the five oilseeds had the status o 
internal taxes us internal taxes have been ruled by the Department of State 
to be immune from negotiation for reduction. The portion of section 22 whic! 
relates to the taxes on the five oilseeds above listed may, therefore, be cor 
sidered as redundant by the Senate Finance Committee in that they proposs 
to do something which was accomplished at the time of the original enactme! 
of these five taxes. The Finance Committee should, therefore, of necessit 
eliminate these provisions of section 22. If the Finance Committee does th 
and accepts our initial recommendation that it eliminate the portions of sectio 
2? dealing with the changing of processing taxes into import duties, this w 
dispose of section 22 in its entirety. 

3. The change-over from processing tares to import taxes would require cop) 
and palm-kernel crushers and coconut oil processors to obtain $18.6 millio 
additional working capital 

The collections from the processing tax on coconut oil in the fiscal year endil 
June 30, 1951, totaled $18,572.838.15. The conversion of the processing tax o1 
coconut oil into an import tax would oblige the crushers of copra, the refiners 
of coconut oil and the manufacturers of fatty acids and higher alcohols fro: 
crude coconut oil to pay out this amount of money at the time of importati: 
(granted that consumption would be as large in the current fiscal year). The 
present system whereby the processing tax is collected on the first domesti 
processing does not require the payment of the processing tax until some 3 or 4 
months after the entry of the coconut oil, and in the case of copra crushers w! 
produce crude coconut oil solely the tax is not paid by them at any time. 

The collection of the processing tax on the first domestic processing results 
the factory consumer having to pay the processing tax. This means respons 
bility for the payment of the tax to the Treasury is diffused over a wide are: 
i. e., the many factory consumers pay the tax, whereas the collection of th: 
tax at the port of entry would throw the burden upon the baker’s dozen or so « 
copra crushers, coconut-oil retiners, and distillers of fatty acids from crude cox 
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hut oil, Conversion of the processing tax to “un import tax would, therefore, 
make it mandatory for this handfy} Of processors to procure additional] Working 
capital in the umount of $18.6 million over and above their current requirements. 
The procuring of additional] Working capital is exceedingly diff ‘ult 
the procuring of such Capita] from the accumulation of Savings by corporate 
entities is con, erned. It can only be obtained by bank loans, which would add 
materially to operating expenses, or by the issuance of bonds or stock issues, the 
Salability of y hich is doubtful as profit in the case of crushers of copra in prae- 
tically honexistent due to the severe competition between Kuropean. Philippine. 
and United States buyers for the Philippine copra supply, (Tf Should be under- 
stood that the Purchases of Copra by United States buyers are Confined to the 
Philippines by virtue of the 2 cents ber pound differentia} in the processing tax 
in favor of the Philippines a preference Which is continued by the Philippine 
Trade Act Of 1946 ( Public Law 371. 79th Cong. j until July 4 L974.) This con 
dition of no Pprotit hus Prevailed for some of the 
crushers of CO} their rope. The hecessity 
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SO long a Period of time that 
ra are very near the end of 
additional Working capital couly 
some of these firms, Parenthetically, the Crushing of the 
United States is carried on by the Crushers of copra. A more COrres 
tion for this industry would be the copra and palin-kerne] crush 

In prewar days tpproximately 90 Percent of Philippine SOpra and coconnt oil 
Was shipped te the United States: 7] Percent was shipped to the 
ID48 ; 69.5 bercent in 1949- 67.3 percent in 1950: ang 00.2 

Despite the Munitions Doard Stockpiling prog 
cent of the Philippine copra and cocg 
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shipped to the United 
rate States in that period Since the Munitions Board has expended practically al] 
of its funds y hich it had available for the Purchase of feconut oil for the current 
fiscal vear, it means that the calendar year 1952 will see an even further decrease 
1 in the Proportion of the Philippine copra and coconut-oij| SUPPIY Which the 
sa United States receives. This jg a bleak prospect for the Copra-crushing mills, as 
te they have largely heen dependent upon the Stockpiling Program to Keep them 
a in oj eration over a period of many months. 
§. Conversion OF the Processing tap OY Coconut Ou to an import tay Could haar 
rew fre SCrIiONS 4 PCTCUSSIONS Gy commerce betires nN the Uniteg Slates and the 
Philippines 
couls The Philippines in the year 1990 stood twelfth in importance in the volume 
tus o of exports from the United States and in the ranking am ne the suppliers ot 
Stat Products imported by the United States they stood fenth. In th Vendar year 
Whi 1951, the United States exported $350,000.00 Worth of merchandise to the 
€ CO! Philippines 






(35 percent more than in 1950). OF 
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from the nited States Only te 
ter the extent that they are able to sel] their Products to this country Che presen 
‘eSSit diversion of the flow of Philippine copra from the United States fo Furope means 
Ss th that the Philippines Will buy Proportionately less from the United States 
ectio To transport a ‘trgzo Of copra from the Philippine Islands to the West Coast 
sy of the United States where Most of the copra « rushing mills are jo ated requires 
3 Weeks. To transport copra to New Orleans from the Ph uppine Islands and 
up the Mississippi River to reach interior copra-crushing Mills requires 7 weeks 
Cop) To transport copra and ©oconut oil from the Philippine Islands to the copra- 
illio crushing mills On the Atlantic Seaboard requires 5 to & weeks \ month or more 
May elapse before a steamer js booked by the Philippine Islands dealer. The 
nadir elapsed time between the date of purchase in the 'Slands and a livery in the 
IX « United States may, therefore. range from 2 to 2 months, 
ine The long Period of time required to lay Philippine copra and coconnt 0il down 
fro in the United States makes it desirable that crushers and refiners CarTy stocks 
atin on hand against Which no commitments haye been made. To not do this would 
T! Seriously diminish the volume of business done Somewhat the same factors 
est exist in the crushing of palm kernels Which come from the West Coast of Africa 
0 and from Indonesia. 
Ww! Should the Processing taxes on coconut and paim-kernel oils "e Converted to 
import taxes crushers of copra and palm kernels and refiners of Coconut oil will 
Is only rarely be Willing to make the heavy investment In the impor; faxes to the 
ms extent required in the Carrying of adequate UNSOId stocks. This wil] Simulta- 
rei heously make their business even less profitable than at present While reducing 
t! the flow of commerce between the United States and the Philippines 
i} 
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o. The imposition of an import tar in lieu of the processing tar would create in- 
equities between copra from different producing areas and between individual 
crushers and would resuli in complicating customs procedure 


Section 22 does not designate the amount of duty which shall be levied on copra 
and palm kernels but leaves the determination to the United States Tariff Com- 
mission. In the case of copra that agency would find that the oil content of copra 
varies in various producing regions. Some is sun dried. Some is kiln dried. 
The latter, if dried by native methods, is apt to be high in moisture. Hence, the 
Tariff Commission in endeavoring to ascertain the duty on copra which would be 
equivalent to the 3-cent per pound precessing tax on coconut oil would be obliged 
to take into consideration the fact that speaking in general terms the oil content 
of copra varies with its mecisture content. Further, the Tariff Commission 
would tind that copra produced in an area which grows small coconuts will yield 
more oil than copra produced in an area where large coconuts are grown. For 
these reasons the application of a flat rate of import tax on copra would be apt 
to work so great an injustice that it had best not be attempted in the first place. 
On the other hand, the basing of the amount of tax on the actual oil content would 
be so difficult of administration that it is a foregone conclusion that the result 
would not be customs simplification. 

The collection of the processing tax op coconut anc palm-kernel oils on the 
first domestic processing works no discrimination among crushers. A tax on 
copra would, however, because those crushers who are equipped with solvent 
extraction facilities would obtain considerably more oil per ton of copra or palm- 
kernels than those who are dependent upon expellers solely. Thus, the amount 
of tax paid per pound of oil produced would be proportionately less for mills 
using solvent extraction. Nowuch inequity arises with the processing tax in that 
a uniform tax of 3 eents per pound must he paid upon each and every pound of 
coconut and palm-kernel oil processed in the United States. 


6. The industries affected by section 22 already have an unemployment problem 
which would be immediately aggravated if section 22 remains in H. R. 5505 
on final passage 


A very large proportion of the copra-crushing industry on the east and west 
coasts of the United States is shut down at present. Those crushing mills which 
ean operate do so only on an irregular basis. This means that they have been 
obliged to lay off large numbers of their employees. Much of this unemployment 
is due to the loss of 30 percent of the chief market for coconut oil which is in the 
soap industry due to the competition of synthetic detergents with soap. 

Refiners of coconut oil who in pre-World War II days supplied 75 percent of the 
ingredients of oleomargarine now are unable to market a single pound of their 
product for that use. This is due to the fact that during World War II when 
oleomargarine manufacturers were denied the use of coconut oil, because of the 
need to preserve available supplies for military use, they found that a better 
product could be made from cottonseed and soybean oils. 

If section 22 remains in H. R. 5505 upon final passage, because of the further 
difficulties with which it will confront copra crushers and coconut oil refiners in 
operating at a profit, it will make it even more difficult to provide employment for 
their workmen. This furnishes an additional reason for eliminating section 22 
from the bill now before the Finance Committee. 


7. We doubt that the authors of H. R. 5505 realized the adverse effects which 
section 22 would have on the copra and paln-kernel crushing industries and 
are of the opinion that the authors of the bill will agree to the elimination 
of section 22 when same are pointed out to them 

The authors of section 22 while undoubtedly aware that the United States 
is under no obligation under any international covenant to change existing pro- 
cessing taxes into import duties are assuredly unaware of the injury which would 
result to the copra-crushing industry. These phases have been dealt with ade- 
quately in the preceding portion of this brief. 

One phase which has not been touched upon is the necessity of a strong copra- 
crushing industry in the United States to the national defense. The Munitions 
Board carries a 5-year supply of coconut oil which it stocks for military needs 
such as the manufacture of napalm bombs, rubber substitutes, insecticides and 
germicides, synthetic resins, etc. This is an additional reason for the elim- 
ination of section 22. 

A further aspect which should be taken into consideration is that copra 
and palm kernels are on the free list in the Tariff Act of 1930. There is, in 
fact, no record of an import duty having been levied on these oil-bearing ma- 
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terials in any tariff act—including that of 1789, which was the first tariff act 
enacted by the Congress. Section 22 would require the imposition of import 
taxes on copra and palm Kernels. Both are bound on the free list in GATT. 
While not contributing to Customs simplification, these import taxes would com 
plicate our diplomatic relations. Not only Great Britain, at whose request copra 
and palm kernels were bound on the free list, but all other suppliers of copra 
and palm kernels to the United States will undoubtedly object to arbitrary re 
moval by the United States of copra and palm kernels from the free list of 
GATT. Further, the attempt to impose a customs duty on copra which would 
be administered on an equitable basis would present ditliculti 
coliplicate rather than simplify customs procedure, 


ts Which vould 


Section 2V of H. R. 5505 also proposes to change the processing tax on palm 
oil to an import ta Since this brief deals with the problems of ‘ pre id 
paim kernel Crushing industry, we will not enter into a detailed discussion of paln 
oli and will be content to point out that palm oil is tax-exempt respects it 
chief tsage: i.e. in the manufacture of tin plate. Its other fields of usage have 
been largely interdicted by the 3-cent per pound processing tay Belgium, the 
Republic of Indonesia, and Great Lritain, who are the chief suppliers of pa 
oil, would like to regain some of this business—particularly that which they 
had in the textile industry. Their chances of regaining any ot it I be lessened 
by the change-over from a processing tax to an import duty isons ilar 
to those applying in the case of copra, palm kernels, coconut, and palm-kernel 
oils 

We have heard of no demand emanating from the countries f origin of 
copra, coconut oil, palm kernels, and palm oil for a change-over from pros 
essing taxes to import taxes. Two of these countries, i. e., Indonesia and Bel- 
gium, Which speaks for the Belgian Congo, in fact, have submitted tes in 
opposition to the proposal through the intermediary of the State Department 
Great Britain has also protested section 22. 

In the testimony delivered on H. R. 1535 (forerunner of H.R. 5505 fore the 
Ways and Means Committee not one witness testified in favor of the changes 
proposed in section 22 of the bill now before the Finance Committee On the 
contrary, the testimony was unanimously against the changes proposed In 
view of the deanite lack of demand for the changes proposed ‘ on 22 and 
in the absence of any obligation on the part of the Government of the United 
States to make the proposed changes, we see no reason why section 22 should 
not be eliminated from H. R. 5505 and most earnest petitic he Senate 1 


nance Conimittee to do so, 


The Cuamman. Mr. A. E. Thorpe? 
xo response, ) 

The Cuairnman. Is Mr. Rocca here ? 

Mr GrORDON. Mr. Rocea is not here. | spoke for him. 

The Cuamman. And Mr. Thorpe is not here. 

I believe that finishes the testimony, then, of the witnesses. 

The hearings will be adjourned until we have an executive session of 
the ful] committee. 


(The following information was supplied for the record :) 


BRIEF SUBMITTED BY EDWIN WILKINSON, EXECUTIVE VICE PRESIDENT, NATIONAI 
ASSOCIATION OF WooL MANUFACTURERS, CONCERNING H. R. 5505 HE CUSTOMS 
SIMPLIFICATION ACT) 


Section 303 of the Tariff Act of 1930 provides: 
“Whenever any country * * * shall pay or bestow, directly or indirectly, any 
bounty or grant upon the manufacture or production or export of any article or 


merchandise manufactured or produced in such country * * * and such article 
or merchandise is dutiable under the provisions of this Act, then upon the im- 
portation of any such article or merchandise into the United States ° . 


there shall be levied and paid. in all such cases, in addition to the duties other- 
wise imposed by this Act, an additional duty equal to the net amount of such 
bounty or grant. however the same be paid or bestowed * * *.” 

That is the law. That is the language. It is clear. It is specific. It is as 
understandable today as it was in 1930. 

Mr. Frank A. Southard, Jr., special assistant to the Secretary of the Treasury, 
who has appeared before this committee, seems to suffer the delusion that these 
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words have different meaning in this modern world as he refers to it. We do not 
agree. It is obvious to us, and we are sure it must be to you, that when those 
words were written in section 3083, Congress was not thinking solely in terms of 
‘cash bounties” nor, indeed, of any single set of circumstances. The words 
“directly or indirectly” bear witness on this point as do “however the same be 
paid or bestowed.” 

In his apologia, representing the Secretary of the Treasury, Mr. Southard 
says “* * * you will appreciate that the problem is greatly complicated for 
us by the growth in recent vears of complex systems of multiple export or buying 
exchange rates,” and further along he catalogs alleged underlying reasons for 
the maintenance of multiple rates of exchange: 

(a) “* * * ‘countries often find it much easier to collect revenue 
through their central banks and exchange authorities * * *.” 

(b) “(They) can also be an effective means of controlling the infl: itionary 
effects of large earnings in a few export industries at a time when other 
export industries are not booming. ; 

Mr. Southard does not ec: ntend that nultiple rates of exchange may not be 
used in order to bestow bounties or grants. In fact he admits that Treasury “has 
always felt that it is possible.’ However, he contends that “the extreme 
complexity of the motives and economic results” makes it “extremely difficult 

e O66 determine that a system of multiple rates of exchange bestows a 
bounty or grant.” 

We believe the “motives” for multiple exchange rates have no place in this 
discussion. There is not one word in section 308 dealing with motives for 
bounties or grants, however achieved. Important are the economical results. 

In November of 1950 we advised the Treasury Department of the economic 
result of the fact that Argentina and Uruguay maintained multiple rates of ex 
change for wool and wool top. In the Argentine the rate for wool was 5 pesos 
to the United States dollar and for wool top it was 744 pesos, a subsidy on the 
manufactured top in the magnitude of 50 percent of the value of the raw material 
of which the top is manufactured. There is nothing complicated about this. 

Mr. Wellman, one of our directors and the president of Nichols & Co., top manu- 
facturers, has recorded the economic results here in the United States. From 
nothing in 1947, top imports from Argentina and Urnguay alone have reached a 
velume of 7,564,000 pounds in 1951. Wool top from the Argentine has been 
offered for $1.41 per pound on the same day that suitable wool from the same 
source, to make a like grade of top, was quoted at $1.42 per pound clean basis. 
And it costs about 48 cents a pound to convert that wool to top. There is nothing 
complex about this, yet Treasury says this difference in exchange rates does not 
constitute a grant or bounty in the “usual sense of the term” (letter: Commis- 
sioner of Customs, December 14, 1950). Nor was this an offhand opinion, for this 
view was reaffirmed one month and a half later. 

Now Treasury, which apparently can’t recognize a bounty or g-eant when it 
sees one, stands before you as sponsor, and asks your support of a provision 
that would make implementation of section 308 dependent upon a finding by 
the Secretary that an American industry is injured or retarded in consequence 
of the bestowal of a bounty or grant. Based on the futile experience we have 
had in attempting to persuade the Treasury Department to administer the 
existing law as we believe it is written, we attest that in our judgment such 
an amendment would be most hazardous and against the interests of our industry 
and its workers and, in the final analysis, the national welfare. 

There is much more at stake in the principle involved here than the relative 
volume of top produced in this country and that imported from abroad. Mr. 
Southard has said before this committee: “* * * the American processor 
has an active interest in obtaining his imports at the lowest cost possible.” 
Iiow wrong he is if he infers that they favor continuation of the flaunting of 
cur national policy by foreign interests by such sophisticated subsidy schemes. 
Mr. Arthur O. Wellman, appearing before this committee on April 28, 1952, 
testified that he was probably one of the largest importers of these subsidized 
tops and that it had attractive profit possibilities. Yet he pleaded for you to 
take measures that would put an end to the practice in the interest of the woo] 
industry and its workers in the United States. We, too, make the same plea 
and our organization represents the processors of wool in all stages up to yarn 
piece goods and blankets. Our mutual desire to stop this cireymvention of our 
tariff policies springs from the belief that a strong, vigorous, and prosperous 
wool-textile industry within our own borders is in the national interest. 
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The Treasury-sponsored amendment would, for all practical purposes, repeal 
and abrogate and serve notice to the world, which already gives evidence of 
catching on, that our tariff rates are without meaning and can be readily cir- 
cumvented through the simple device of currency manipulation. 

We believe the tariff policy of the United States should be and must remain 
the prerogative and responsibility of the Congress of the United States. It 
cannot remain so if the laws it writes in definition thereof are to be flaunted 
by such simple schemes as currency juggling, or hobbled in their enforcement 
by dialectics such as we have witnessed in the case of South American wool tops. 

Specifically, we urge that section 303 of the Tariff Act of 1930 be amended as 
follows: 

1. In the first sentence of section 303 after the word “indirectly”, delete comma 
and add “through multiple official rates of its exchange in terms of United States 
dollars, or otherwise,” (same as lines 11-15, p. 2, H. R. 5505). 

2. After word “estimated” in next to last sentence change period to comma 
and add “Provided, however, That where such bounty or grant is achieved through 
multiple official rates of a foreign exchange in terms of the United States dollar, 
then the Secretary shall determine the net amount of such bounty or grant on the 
basis of the export exchange rate yielding the smallest number of foreign cur- 
rency units per United States dollar to the exporter.” 

And, finally, to correct what would be an inherent fault in section 13 of H. R. 
9905, if passed in its present form respecting the assessment of ad valorem duties 

1 cases where countervailing duties would be levied, we respectfully urge amend 
section 18 (H.R. 5505), amending section 402, Tariff Act of 1930, so paragraph 
(b) would read: 

“(b) Exporr VaLvrt.—The export value of imported merchandise under ap 
praisement shall be determined as of the time of its exportation to the United 
States and shall be 

“(1) The market value or the price at which such or similar merchandise 
was freely sold or offered for sale in the usual wholesale quantities and in 
the ordinary course of trade, for exportation to the United States; or 

“(2) In the case of merchandise subject to a countervailing duty levied 
in accordance with section 308 the sum of (1) above plus the amount of said 
countervailing ; and 

“(3) Plus, if not included in (1) or (2) above, the cost of all containers 
and coverings of whatever nature and all other charges and © xpenses inci- 


dental to placing the merchandise in condition, packed ready for shipment 
to the United States.” 
Should paragraph (e) survive, it would need to be amended by adding a new 
3) and changing present (3) to (4) New (3) to read: 


”\ 


“(3) Countervailing duty, if any, levied under section 505; and.” 


DEPARTMENT OF STATE, 
Washington, April 24, 1952 
The Honorable WALTER F. GEORGE, 
Chairman, Senate Finance Committee. 

My Dear Senator Georce: The Department has received a note from the Indo- 
nesian Embassy setting forth the views of tae Indonesian Government on H. R. 
9005, an act to amend certain administrative provisions of the Tariff 
and related laws, and for other purposes. 

The Indonesian Government is particularly concerned with section 22 of the 
bill, which provides for the conversion of processing taxes to import taxes. 
With reference to this section the Indonesian Government expresses its opposi- 
tion to the conversion of the processing taxes imposed under 2470 (a) to equiva- 
lent import taxes and expresses the hope that the Congress will repeal the proe- 
essing taxes applicable to coconut oil, palm oil, and palm-kernel oil. A copy of 
this note setting forth these views is transmitted herewith at the request of the 
Indonesian Embassy. 

In replying to this note the Department has pointed out that the objective of 
section 22 is to transfer the present processing taxes collected under 2470 (a) (1) 
and (2) to that part of the Internal Revenue Code (secs, 2490-2493) which re- 
lates to other import taxes on fats and oils without any change in the rates of 
the present taxes and, therefore, the modifications proposed by the Indonesian 
Government are not in accord with this purpose. The Department has also 
pointed out that section 22, contrary to the assumption of the Indonesian Em- 
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bassy, would make no change in the taxes presently applicable to kapok and 
kapok-seed oil. 

The committee will note that the Indonesian Embassy refers to the differenc 
between the tax treatment applicable to coconut oil and babassu oil. In this 
connection the Department has pointed out to the Embassy it does not conside: 
that the processing taxes violate any commitment to Indonesia. 

The Indonesian note under reference also refers to H. R. 6292, a bill whic! 
would remove the 3 cents per pound processing tax on coconut oil. A second 
note of the same date relating solely to H. R. 6292, and setting forth substantially 
the views on this matter contained in the note under reference, has already been 
forwarded to the chairman of the Ways and Means Committee of the House of 
Representatives for consideration in connection with that bill. A copy of the 
letter transmitting a copy of this note to Mr. Doughton is also enclosed. 

Sincerely yours, 
Jack K. McFAtt, 
issistant Secretary 
(For the Secretary of State). 

(Enclosures: (1) Copy of note from Indonesian Embassy, dated February 25 
1952; (2) copy of letter to Mr. R. L. Doughton, chairman, Committee on Ways 
and Means, House of Representatives, dated March 28, 1952.) 

Marcu 28, 1952. 
Hon. R. L. Doverron, 
Chairman, Committee on Ways and Me ans, 
Hlouse of Repre sentatives, 

My Dear Mr. Dovuenron: The Department refers to Mr. Davis’ letter of Jan 
uary 31, 1952, transmitting for its comment H. R. 6292, a bill to amend certain 
sections of chapter 21 of the Internal Revenue Code. 

This bill would have the effect of removing the 3 cents per pound processing 
tax on coconut oil imposed under paragraph (a) (1) of section 2470 of the In 
ternal Revenue Code, and applicable to the first domestic processing in the United 
States of oil derived from copra of any origin (whether imported as oil or pressed 
from imported copra). The bill would not have the effect of removing the 2 cents 
per pound processing tax imposed under paragraph (a) (2) of section 2470 of 
the Internal Revenue Code, and applicable to coconut oil which is not wholly the 
production of any possession of the United States or the Philippines, or oil which 
is not expressed from copra wholly grown in any possession of the United States 
or the Philippines. This bill would, therefore, continue in effect the 2 cents per 
pound tax preference for Philippine coconut oil (whether the production of the 
Philippines or pressed in the United States from Philippine copra) which was 
provided in the Philippine Trade Act (Public Law 871, 79th Cong.). 

The major copra-producing area of the world stretches from the Trust Terri 
tory of the Pacific Islands through the Philippines and into Ceylon and India 
In this area millions of people are dependent on the coconut industry for their 
livelihood. The price at which coconut products are disposed of in the United 
States and other world markets is reflected in the economic well-being of these 
people and the balance-of-payments position of their countries. The interest 
which this bill has engendered among the coconut-producing countries of the 
world is a measure of the importance which they attach to the removal of this tax. 

Two far-eastern countries ‘(the Republics of the Philippines and Indonesia) 
in particular are greatly interested in the removal of the tax. According to 
information from the American Embassy in Manila H. R. 6292 has received much 
attention in the Philippine press and in congressional circles. For example, on 
February 27, 1952, the foreign affairs committee of the Philippine House of 
tepresentatives reported out a proposed concurrent resolution favoring the note 
from the Philippine Embassy in which it was stated that President Quirino had 
instructed the Embassy to make known to this Government his personal interest 
in the question of the elimination of the 3 cents per pound processing tax on 
coconut oil, pointing out his concern over the danger which confronts a wide 
segment of the Philippine population who are dependent upon the coconut in- 
dustry, and whose livelihood is threatened by recent typhoons, inability to 
eradicate the “cadang-cadang” pest in coconut plantations, and the burden of this 
tax. A copy of this note is transmitted, herewith, together with an earlier note 
of February 5, 1952, which sets forth in considerably more detail the arguments 
of the Philippine Government for the removal of this tax. In summation of 
the Philippine Government's position in favor of the removal of the tax, as set 
forth in the February 5 note, the following arguments are noted: 
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1. About 30 percent of the Philippine population (6 million people) depend 
for their livelihood on the coconut industry. Since independence, coconut prod- 
ucts have constituted the No. 1 export item. Income derived from these products 
accounts for 35 to 74 percent of the total value of Philippine exports and has 
enabled the Philippines to import foodstuffs, clothing, machinery, and equipment, 
so vital to the physical rehabilitation of its people and to the restoration of their 
War-torn economy, 

2. The protective purpose of the imposition of the 3-cent tax on coconut oil 
is no longer necessary (1) because coconut oil has ceased to be utilized in edible 
fields, particularly in the manufacture of oleomargarine, and (2) because the 
United States is now a net exporter of fats and oils, whereas the United State 
Was a net importer at the time the tax was imposed. 

3. The continued imposition of the tax is adversely affecting the soap in 
dustry as well as the complementary domestic fats which are used with coconut 
oil in the manufacture of soap. 

i. This tax discriminates against coconut oil in favor of tax-f! babassu oil. 

5. The discontinuance of the remission of the tax to the \ ine Gover 
ment since the granting of Philippine independence on , 1946, has placed 
a heavy burden upon the Philippine economy at a time en the Philippines is 
exerting its utmost to improve internal conditions in the face of subversve activi- 
ties by dissident elements. 


6. The objective of H. R, 6292 conforms with the principle of equality i 
treatment of internal taxes embodied both in the General Agreement on T 


and Trade and in the Philippine Trade Act of 1946, (Although the repeal of this 
tux is consistent with principles of the general agreement, the Department 


does not consider the tax to violate any commitment to the Philippines. ) 

7. Removal of this burden upon the Philippine economy is in harmony with 
the global policy which the United States Government has pursued in helping 
friendly nations to improve their social and economic conditions so that they 
can better resist the inroads of communism. 

The Indonesian Government, on behalf of some 8 million of its people who are 
wholly or partly dependent upon the coconut industry, has also made known its 
views in support of the removal of this tax. A copy of a note of February 
25, 1952, from the Indonesian Embassy on this subject is transmitted herewith 
The reasons whicb prompt the Indonesian Government to urge the removal of 
this tax are similar to those set forth in the communication from the Philippine 
Government and summarized above. The following arguments, however, are 
mude: 

1. The processing taxes on coconut and other oils are held to have had a 
depressing effect upon world prices of fats and oils as well as on the prices of 
fats and oils within the United States. While the Indonesian Government is 
aware of the fact that a repeal of the 3 cents per pound processing tax will most 
likely not result in Indonesian copra or coconut oil being purchased in the 
United States for consumption (since the Philippine products are protected by 
a preferential processing tax of 2 cents per pound), the removal of the 3 cents 
per pound processing tax is expected to increase the world price of copra with 
results beneficial to Indonesian copra and exports of competing United States 
fats and oils. 


2. The repeal of the 3-cents-per-pound processing tax on palm oil and palm- 
kernel oil, which is also assessed under section 2470 » (1) of the Internal 
Revenue Code, is also requested. 

In addition to the significance which the foregoing governments attach to the 
removal of this tax the Department wishes to point out that this tax is also 
applicable to oil derived from copra from the Trust Territory of the Pacific 
Islands for which the United States, as administrating authority, is committed 
to promote the economic advancement and self-sufficiency of the inhabitants. 

On the basis of the importance of copra and coconut oil to the economy 
of the Trust Territory of the Pacitic Islands and the economies of the countries 
of southeast Asia, the contribution which removal of this tax can make toward 
improving the relatively low standard of living of a large part of the popula- 
tion in this part of the world, and its consistency with the economic policy of 
the United States to reduce unnecessary trade restrictions, the Department 
supports the amendment to chapter 21 of the Internal Revenue Code as set 
forth in H. R. 6292. The removal of the 3-cents-per-pound processing tax on 
coconut oil and not on palm oil and palm-kernel oil may be alleged by suppliers 
of palm oil and palm-kernel oil to result in inequalities. Accordingly, the De- 
partment would have no objection to the removal of the processing tax on these 
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two additional oils. In this connection the Department notes imports of palm 
oil and palm-kernel oil are relatively insignificant in comparison with imports 
of coconut oil. Also, imports of palm oil for certain industrial uses, accounting 
for most palm-oil imports in recent years, are exempted from the 3-cents-per- 
pound processing tax. 
The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 
Sincerely yours, 
JAcK K. McF att, 
issistant Secretary 
(For the Secretary of State). 
(Enclosures: Copies of notes from Philippine Embassy dated February 
and March 4, 1952: 


or 
ae.) 


5 
also copy of note from Indonesian Embassy dated February 


WASHINGTON, D. C., February 25, 1952. 


No: 947-EC 


The Ambassador of the Republic of Indonesia presents his compliments to 
the honorable the Secretary of State and has the honor to advise him that 
he has followed with deep interest the discussions and hearings before the House 
of Representatives, and more in particular its Ways and Means Committee, in 
connection with paragraph 22 of H. R. 5505 (customs simplification bill), which 
paragraph provides for conversion of the United States processing tax on various 
vegetable oils into an equivalent customs duty on the oil or on the oil-bearing 
material, 

When the bill came up for discussion a motion was submitted by the Rep 
resentative from Arkansas, calling for a complete repeal of these processing 
tuxes instead of their conversion into an import duty. However, this repeal 
was declared out of order by the afore-mentioned committee, as such measure 
was not considered germane to the purpose of a customs simplification bill. 

The House of Representatives kept paragraph 22 in the bill when it approved 
H. R. 5505 shortly before it went on recess. 

‘The matter of elimination of these processing taxes, either through conversion 
into a duty or by their repeal, is again coming before Congress durinag its 
eighty-second session. 

Not only will the customs simplification bill be discussed, but also a bill (H.R 
6292), submitted by Representative Havenner from California on January 29, 
which latter bill has as its purpose the repeal of the $0.08 preferential process 
ing tax on coconut oil, but which maintains the $0.02 processing tax on coconut 
oil of non-Philippine origin as well as the processing tax on the other oils 
presently subjected to this levy. 

In connection with the above situation the Government of the Republic of 
Indonesia thinks it of importance to presently point out to the American Gov 
ernment Indonesia’s interest in this matter and, furthermore, to express the 
hope that a complete repeal of all processing taxes—therefore, not on coconut 
oil only—will result from action taken by Congress during the current session, 
As will be explained elsewhere in this note, the Indonesian Government would 
greatly regret and in fact deplore the change of these processing taxes into an 
import duty. 

The commodities coming under paragraph 22 in which Indonesia is particularly 
interested, are: copra, coconut oil, palm oil, palm kernels, palm-kernel oil, kapok 
seed, and kapok-seed oil. 

Copra, coconut oil 


Prewar (1936-41) Indonesia had an export surplus of copra of 450,000 tons 
annually. Among its export products, copra—according to value—took the third 
place. 

Presently copra again ranks third in importance amongst Indonesia’s export 
products. In 1951 Indonesia’s exports totaled approximately 465,000 tons at a 
value equivalent to approximately $121,053,000, against a total export value of 
about $1,180.000,000. 

The Ambassador of the Republic of Indonesia is aware that a repeal of the 
$0.03 processing tax most likely will not result in Indonesian copra being pur- 
chased for U. S. A. consumption, since the Philippine product is protected by a 
differential processing tax of $0.02 per pound on coconut oil processed from non- 
Vhilippine copra. Still, the repeal of the $0.08 United States levy on coconut 
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oil can be expected to favorably affect the price of copra received by the Philip- 
pines for its exports to the U. 8. A. A higher price obtained for Philippine copra 
in the U. S. A. will accordingly affect the price of Philippine copra sold to other 
destinations (because the price level of Philippine copra is determined by the 
price obtained in the U. 8S. A. as that country—for all practical purposes—takes 
more than half of the Philippine copra export). Consequently, Indonesian copra 
exported to those other destinations will equally benefit from a United States 
tax repeal. Each dollar-cent increase in the price of coconut oil (about equal to 
an $0.006 increase for copra) means an increase in the annual income of In- 
donesian copra growers or farmers to an amount approximately equivalent to 
$12 million (calculated over the total Indonesian copra production). 

It is, therefore, clear that the existence of these United States processing taxes 
has greatly impoverished and still is impoverishing countries producing copra 
(and other oils, or oil-bearing material, as will be explained further in this note) ; 


. , 


and it is exactly those countries whose standards of living still are so low that 
the United States of America has pledged itself to provide them with economic 
and technical aid in order to raise their far beneath normal standards of living, 
which are hurt most by these United States levies. 

An increase in proceeds from copra will thus be extremely beneficial 

First, to the population of large areas in Indonesia, which are mainly, or 
to a considerable extent, dependent on the cultivation of copra. A larger 
prosperity in such regions will greatly favor their political and social sta- 
bility. Roughly 8 million people in Indonesia are wholly or partly dependent 
on the cultivation of copra. 

Second, to the foreign exchange income of Indonesia and to its foreign 
trade. Increased foreign exchange proceeds tend to promote imports. Inso- 
fur as those proceeds are turned into consumer goods, thus enlarging the 
availability of such goods, they may bring about lower prices of these goods, 
which again may tend to lower the cost of living and consequently the cost 
of production. A lower cost of production will make Indonesia’s copra and 
other export commodities more competitive in world markets, thus tending 
to increase or at least maintain the level of exports; as some of the Indo 
nesian export products are about to or have been eliminated from world 
markets because they have outpriced themselves from such markets owing 
to their high cost of production, one may see how important the problem of 
lowering the cost of production is to Indonesia. There also is the fact that 
a larger availability of consumer goods tends to bring about a larger pro- 
duction of export commodities which, again, increases Indonesia’s foreign 
exchange income and purchasing power abroad. 

It has been mentioned earlier that a tax repeal would not enable Indonesia 
to sell its copra to the United States of America, due to the existence of a $0.02 
preferential tax in favor of the Philippine product. However, it should be men 
tioned here that this preferential situation will cease to exist in 1974, so that 
Indonesian copra at that time can enter the United States of America at an equal 
basis with the Philippine product. 


Palm oil, palm kernels, palm kernel oil 


Prewar (1936-41) Indonesia exported about 200,000 tons of palm oil, ap- 
proximately GO percent of which went to the United States of America. Owing 
to the years of Japanese occupation and those of strife afterward, the production 
of palm oil—-which is an estate product—received a very severe blow from which 
it only is recovering slowly. Production is now back to not even 50 percent of 
prewar. Nineteen hundred and fifty-one exports totaled about 75,000 tons at 
an export value approximately equivalent to $23,000,000. Very little of this 
production is presently finding its way to the United States of America (for 
stockpile purposes and the tin-plate industry only). It is hoped, however, that 
in the next few years the Indonesian palm-oil industry will have completely 
recovered and that palm oil will again be prominent among Indonesia’s export 
products (prewar, palm oil ranked fifth in importance among Indonesia’s export 
commodities). When this product has reestablished its former level of pro- 
duction, Indonesian producers must look for market expansion and a repeal 
of the processing tax would facilitate the return of Indonesia’s palm oil to the 
United States market. 

An increase in proceeds from palm-oil exports—in case of repeal of the United 
States processing tax—would prove extremely beneficial to 

(a) The 35 estates in Indonesia which are presently producing palm oil 
and to those which are not back in production, but which may again operate 
when the circumstances are more inducive to resumption of operations. Also 
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many of the palm-oil estates have become marginal producers, and a higher 
price for their product may give them a new lease on life. 

(6) To laborers working on the palm-oil estates and in the factories. <A 
larger income for the estate will undoubtedly reflect on the prosperity of 
its workers, or may prevent their release in such cases where an estate 
is about to be closed due to unprofitable production. Reopening of estates 
which are presently closed, will mean employment opportunity for many. 

(c) As in the case of coconut oil, higher proceeds from palm oil also 
mean an increased availability of foreign exchange, consequently, of import 
goods, which may reduce the cost of living and cost of production in Indo- 
nesia, thus stimulating exports with all the afore-mentioned beneficial effects 
connected therewith, 

If a large part of our palm oil finds its way to the United States of America, 
the availability of dollars to Indonesia will greatly increase, which is due to 
reflect on the flow of exports from the United States of America to Indonesia. 

Prewar (1586-41) exports of palm kernels totaled 38,660 tons. Total 1951 
exports were approximately 18,000 tons at an amount equivalent to approximately 
S3.200,000, 

Although kapokseed is not as important to the economy of Indonesia as the 
afore-mentioned commodities, such exports are adding to Indonesia’s foreign 
exchange income and may well increase in importance when market expansion 
in the United States of America becomes feasible, 

Prewar (1936-41) Indonesia exported 12,275 tons of kapokseed ; in 1951 these 
exports totaled approximately 9,000 tons at an amount equivalent to approxi- 
mately S700,000. 

It is realized that coconut oil, palm oil, palm-kernel oil, and kapokseed oil 
compete, to a certain and varied extent, with some of the United States domestic 
fats and oils; although in postwar years such competition has become much 
smaller and—in some cases—has entirely ceased to exist. 

It is the opinion of the Government of Indonesia, however, that whatever 
competition there presently remains, it should give no cause to the U. S. A. to 
maintain its protection on the home product in the form of a (converted) import 
duty or a processing tax on oils and oil-bearing material of foreign origin. This 
opinion is based on the following: 

Primo: Even in the years immediately following the establishment of these 
processing taxes the United States of America has more harmed than supported 
its economy by instituting these “protective” measures. Establishment of these 
taxes meant that shippers of copra, coconut oil, edible palm oil, ete., to the United 
States of America received an approximately equivalent amount less for their 
export product and in connection with the importance of the United States market 
as an outlet for these commodities, their world prices declined conformably. 
Consequently, all fats and oils competing with these commodities in world 
markets, were equally affected. Among these were lard and cotton-seed oil ex- 
ported by the United States of America: although the United States of America 
at the time when the processing taxes were established, was a net importer of 
fats and oils, it had a considerable export surplus of lard and cottonseed oil (of 
the first commodity about one-third of the United States production was ex- 
ported). Since the export surplus was considerable, the domestic price of these 
products experienced the inflnence of the lowered world price of those oils with 
which lard and cottonseed oil had to compete abroad, and the resulting trend 
reflected on prices of other domestic fats and oils. 

Also, the United States of America—due to the fact that its competition abroad 
had become more difficult as a result of lowered prices—was in many instances 
no longer able to maintain its high level of its fats and oils exports, thus losing 
much-needed markets abroad to competing commodities, for example, whale oil 
(the whaling industry received a big boost when American lard, cottonseed oil, 
ete.. became less competitive on world markets) which caused domestic surpluses 
in the afore-mentioned commodities, with the already mentioned unfavorable 
effect on prices 

Therefore, even in the years when the United States of America—on balance 
was an importer of fots and oils, these processing taxes “hoomeranged hack” at 
the price the United States of America obtained for its exported products as well 
as at the price of its domestic fats and oils. Now that the United States of 
America is a very considerable net exporter of fats and oils, the foregoing is 
even nore true. 
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It, therefore, seems that repeal of the tax on copra, coconut oil, palm oil, ete 
would not only serve the interest of the exporting countries, but also—and not 
in the least—the interest of the United States of America. The fact that it was 
the representative of Arkansas, the principal cottonseed growing State, who 
during the Eighty-first session of Congress, submitted the repeal motion before 
the House Ways and Means Committee, shows that this “domestic oil’ bloc no 
longer fears Competition from foreign oils domestically, and even has its reasons 
for endeavoring to facilitate the entry of such oils into the United States of 
America 

Moreover, there also is the fact that if these commodities, through processing 
taxes or import duties, are prevented from finding a market in the United 
States of America, they have to find an outlet elsewhere, thus making it more 
difficult for the United States fats and oils surplus (approximately 1 million 
tons) to find a market abroad. Therefore, competition between United States 
fats and oils and oils of other origin will remain, whether such « petition 
uside or outside the United States of America, and the only result a United 
States processing tax, or customs duty, is that such compet m finds place 
ou a lowered price level. 

Secundo: It may seem not entirely consistent with United 
world leadership in attempting to reduce international trade bat ! iat now 
that the opportunity has presented itself to change the present situation with 
regard to these internal taxes, endeavors from United States official side are 
directed at conversion of these taxes rather than at their complete repeal 


1 oceurs 


Tertio: Also, the United States of America presently is a country which main 
tains a considerable level of experts and recent history has shown the serious 


ness of adverse economic repercussions which such country may cause when 
endeavors to hamper the tiow of its imports. 

Quarto: Last but not least—and as mentioned before—there seems to be a 
certain amount of inconsistency in the fact that the United States of America 
is engaged in various programs to assist in improving the economy of countries 
like Indonesia, for instance the ECA program, whereas simultaneously it is 
maintaining measures the impoverishing influence of which to the dollar earning 
capacity far surpasses the favorable effects of its foreign-aid programs. At its 


present level of exports, abolition of the United States processing taxes on 
coconut oil, palm oil, ete., may mean to Indonesia an increase in its annual 
foreign exchange income of an amount approximately equivalent to S20 to S25 
million (Domestic proceeds will increase considerably more sinee a the 
domestically sold product will advance in value). When the prewar level of pro 
duction of palm oil will again be reached, abolition of those taxes may mean an 
increase in the foreign exchange income of Indonesia of an amount approximately 
equivalent to S30 to S35 million. 
As mentioned earlier in this note, the Government of the Republi 

nesia would much deplore if the aforementioned taxes would be converted 
equivalent duties. The Ambassador of Indonesia, therefore, wishes to express 


the hope of the Indonesian Government that paragraph 22 w 


~ ‘i 


from H. R. 5505 when final action is taken with respect to this bill 


be eliminated 


One of the reasons—besides those mentioned earlier-—-why Indonesian is against 
conversion of these taxes is that in such cases United States importers must pay 
this levy, whereas presently the processing tax is being paid by the first Ameri 
can processor. For copra importers only, this would already require an addi- 
tional outlay of many millions of dollars annually. It is clear that since in the 
case of conversion the financial stake the importer has in each purchase will 
increase conformably, such conversion must have a restraining influence on 
the trade “position” such importer is willing to take, A declining trend in this 
direction would mean less incentive for importers to import and sell these 
commodities in this country, which would result in a diminished trade between 
the United States of America and countries which produce the commodities 
concerned. 

Another reason why the Indonesian Government is against conversion is that 
in such case the present levy will be put in a form which is much more “stagnant” 
or “perpetual” than its present form. In this respect reference should be made 
to paragraph 22, section (ad) of H. R. 5505 which prevents any tariff reduction 
(under see. 350 of the Tariff Act) to be applied to the (converted) duty. The 
result of conversion would, therefore, be that the (converted) duty on copra, 
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palm oil, ete., cannot be subjected to tariff negotiations and revisions. Con- 
sequently, producers of these commodities not only would suffer from such 
conversion because of the reasons mentioned in the former paragraph, but 
such producers would be further penalized by seeing this levy being put in a 
(presently nonexistent) category of unrevisable* customs duties. Therefore, 
if contrary to the hope of the Government of Indonesia, paragraph 22 of H. R. 
5505 is accepted by the Congress, it would like to, at least, see section (d) 
eliminated. 

Considering the matter from a tariff technical side, it seems rather difficult 
and impracticable to establish a duty or rather duties on copra, equivalent to 
the $0.03 processing tax on coconut oil, When there exist up to seven different 
copra grades in the various producing countries, each of them with a different 
oil content. 

The preposed conversion into a duty seems all the more inconsistent when we 
consider that babassu oil, which is at least equally competitive as Indonesia's 
aforementioned oils, has been bound in various United States trade agreements 
(lately by GATT, Geneva, 1947) on the duty- and tax-free list; whereas, more- 
over, through its point IV program for Brazil, the United States of America 
presently is engaged in promoting the production of babassu oil in that country. 
Therefore, there not only is the fact that the United States of America—through 
its tariff and tax bindings—has taken stronely discriminatory action against 
countries producing a practically similar oil; but the United States of America 
apparently does not fear competition from this oil, which as far as its competitive 
qualities are concerned, Comes in the same category as the Indonesian oils. It 
is the feeling of the Government of Indonesia that such discrimination ought 
to be removed by repeal of the processing tax. 

In conclusion, and summarizing the above, it may be said that the Republic of 
Indonesia is deeply interested in seeing the EFighty-second Congress taking favor- 
able action with respect to the repeal of the processing taxes on copra, coconut 
oil, palm oil, palm kernels, palm-kernel oil, kapokseed and kapokseed oil, whereas 
the Government of the Republic of Indonesia, bearing in mind the interests of 
its 8 million nationals involved in this matter, would very much regret the 
conversion of such taxes into an equivalent import duty on such oils or oil- 
bearing material. 


STATEMENT SUBMITTED BY FRANK L. KING, EXECUTIVE SECRETARY FOUNTAIN PEN 
AND MECHANICAL PENCIL MANUFACTURERS’ ASSOCIATION, INC. 


It is imperative for the protection of a vast number of United States mannu- 
facturers and merchandisers that the Senate Finance Committee give serious 
consideration to the effects which would ultimately follow approval by the 
Senate of section 321 of H. R. 5505, popularly known as the customs simpli- 
fication bill. This section authorizes an increase in the limitation on duty-free 
mail imports from $1 to $10 per package. This increase has been favored by 
the United States Treasury as a money-saving device because, according to the 
‘Treasury, it costs approximately $1.59 on an average for the Bureau of Customs 
to clear individual incoming shipments. 

The Fountain Pen and Mechanical Pencil Manufacturers’ Association, Inc., is 
opposed to the passage of the section of the bill authorizing this increase from 
$1 to $10 on the value of duty-free incoming mail shipments. Approval of this 
section not only would affect the fountain pen and mechanical pencil business 
in this country but other lines of business which also have foreign competitors 
shipping products into this country which would be covered by this increase on 
the limitation of duty-free mail. 

One of the functions of customs tariffs is to protect the United States economy 
by prohibiting the importation of products which would undersell United States 
products. The application of duty not only increases the landed cost of the 
imported merchandise to a competitive price on the American market but also 
provides revenue for the United States Treasury. 

The United States should not permit an increase in the duty-free importa- 
tion of foreign-made merchandise which not only undersells American-made 
merchandise but is not subject to certain Federal taxes. There are numerous 
mail-order houses in the United States, both large and small, which deal in items 
generally under $10 in value. They would be directly affected by foreign com- 


1 Unrevisable under the Trade Agreement Act. 
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petition as foreign-made goods can be produced in the same standards of quality 
at lower productions costs. 

At the present time there is in existee*e a foreign mail-order business pri- 
marily originating in Great Britain advertising foreign-made products. These 
advertisements not only show the cost price of the merchandise but the amount 
of duty which would have to be paid. In most instances this cost-plus-duty 
price is below a fair price for the same articles manufactured in the United 
States. By raising the limitation on duty-free mail the disadvantage to Ameri- 
can manufacturers and mail-order houses would be even greater. 

The rais nz of th limi atien «nm d-viy-free mail to $10 is an invitation to 
foreign sellers and United States importers to import into the United States 
quantities of identical or similar articles in a series of mail shipments. The 
value of the merchandise shown in the documentation of the shipments will be 
fictitious and only part of the actual value. This is a practice being used 
throughout the world today to circumvent a variety of regulatings governing the 
importation and exportation of merchandise. 

An increase in the valuation of duty-free mail not only would increase the 
present disadvantage to some American manufacturers and mail-order iirms but 
also would be an invitation to other foreign firms to enter into the business of 
selling by mail to United States consumers. Japan in particular would be ready 
to step into this business in the United States with recard to fountain pens. At 
the present time that country has not been too successful in selling Japanese pons 
in the Lnited States in competition with United States manufact 
quality basis. The Japanese pen manufacturers, on reviewing their 1950 and 
1951 figures on their domestic and foreign business, have requested the Japanese 
Ministry of Industry and Commerce to grant them the right to use gold in the 
manufacture of pen points so that they might better compete against the foreign 
pen anufacurers. Japanese production costs are far below those in the United 
States. The wholesale price on a Jananese fountain pen with a gold nib can be 
estimated at approximately Slo a dozen. Even with our present import duties on 
fountain pens, such prices would be below the prices that a United States manu- 
facturer of fountain pens would be forced to ask. Permitting Japancse fountain 
pens to be imported duty-free in small lots would make this unfair advantage 
even greater. 

It has been said that the increase in the limitation of duty-free mail would 
be a money-saver because it Costs approximately $1.59 on an averaze for customs 
to clear an individual shipment. Would the saving of $1.59 be more than the 
duty that would bave been collected on the average shipment under $10? Ona 
shipment of $5 valuation, with an ud valorem duty of 40 percent, the revenue 
would be S2.) The question might also be asked whether the total cost of handling 
of all shipments between S1 and $10 valuation at the present time 
the total duty collected on these same shipments. 

For these reasons, the Fountain Pen and Mechanical Pencil Manufacturers’ 
Association, Inc., urges the members of the Senate Finance Committee not to 
incr:ase the value of duty-free incoming mail shipments above the present 
$1 limit. 
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JOSEPH MAGNIN Co., INC., 
San Francisco, Calif., April 21, 1952. 
Senator WILLIAM KNOWLAND, 
Senate Office Building, Washington, D. C. 


My Dear SENATOR KNOWLAND: You are no doubt aware of the proposed new 
United States customs law which will allow foreign merchandise of all types 
and values to $10 to come into the United States duty free. 

This would be particularly dangerous to retailers and stores closely adjacent 
to the Canadian and Mexican borders. We a'l realize that it would adversely 
affect. our business, in that we would be in competition with stores which not 
alone sell merchandise duty free but whose costs of doing business is less than 
that in the United States. 

This will bring about unfair competition and we join with other retailers in 
urging vou to oppose this law. 

Sincerely yours, 
CYRIL MAGNIN, Vice President. 
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STATEMENT OF RicHARD P, Wurre, EXECUTIVE SECRETARY, AMERICAN ASSOCTATION 
OF NURSERYMEN, INC., WASHINGTON, D. C., on H. R. 5505 


My name is Richard P. White, executive secretary of the American Association 
of Nurserymen, Inc., 635 Southern Building, Washington, D. C. 

I appear before this committee to present a viewpoint in regard to section 11 
of H. R. 5505, a proposal “to amend certain administrative provisions of the 
Tariff Act of 1930 and related law, and for other purposes.” 

Section 11 proposes certain amendments to section 321 of the Tariff Act 
of 1930. My testimony is directed specifically to section 821 (b) (2). 

Chis subsection proposes to exempt articles from duty provided the aggregate 
value of all articles in a shipment does net exceed $10, and provided the articles 
are intended for personal or household use of the consumer and are not for 
sale. The purpose of this section is obviously, and as the amendment states. 
to avoid expense and inconvenience to the Government disproportionate to the 
amount of revenue collected. The objective to be sought is a commendable 
one, but there are certain considerations which must be given to the proposal 
in view of the plant-quarantine regulations of the United States Department 
of Agriculture under the Plant Quarantine Act of 1912, International Plant 
Quarantine 57, and the regulations issued pertinent thereto. 

f understand that this bill, H, R. 5505, has not been submitted to the Depart- 
ment of Agriculture for consideration and report. In our view, it should be 
subinitted to the Department of Agriculture for a report at least upon this 
section 

Phe United States Department of Agriculture has now established a system 
Whereby certain types of living plant materials are inspected by United States 
Government inspectors in foreign lands for determination of their apparent 
freedom from plant pests. This does not preclude the possibility of reinspection 
at ports of entry in the United States, as well as fumigation of the plant 
Inaterial as a precautionary measure against the introduction of plant pests 
hot now present or widely distributed within the United States. It is true 
that the regulations under Plant Quarantine 37 require certain external evi- 
dences placed upon containers which include plant materials subject to port-of- 
entry inspection and fumigation 

The practical effect of the exemption proposed in section 11 of H. R. 5505 
starting on page 15, line 18 of the proposal would be to permit large quantities 
of shipments of plant materials from foreign countries direct to the consumer 
in this country via international parcel post and by both air and ship. The 
result would be that the United States Department of Agriculture would fail 
to intercept large numbers of these very small shipments, and if they did inter- 
cept them all, the personnel would not be adequate to take care of the task 
involved in inspection and fumigation at the ports of entry. 

This would resuit, we feel, in reducing the effectiveness of our international 
plant quarantine procedure and would eventually result in the introduction and 
establishment of plant pests, both insects and diseases, not now known to exist or 
not widely distributed in the United States. When such establishments were dis- 
covered, Congress would be requested to appropriate considerable sums of money 
either for eradication purposes or for control purposes under the system of 
domestic-plant quarantines. In addition to that. various nursery cultures in 
this country would be jeopardized with heavy losses of both plan material and 
operating capital due to the domestic quarantines which would be used as a 
method of prevention of spread, cost of control procedures, ete. 

It is my understanding as indicated above that this proposed legislation 
has not been submitted to the Department of Agriculture for their consideration 
and we feel very strongly that it should be on account of the above situation 
Which would be permitted. We would like to suggest, therefore, that H. R. 5505 
be submitted to the Department of Agriculture for their consideration before 
action is taken on it by the Senate Finance Committee. 
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Look MANUFACTURERS’ INSTITUTE, INC., 
New York 18, N. Y., April 28, 1952. 
Re hearings on H. R. 5505—Customs Simplification Act. 
Hon. WALTER F’. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

My Drar SENATOR: The only practical protection which the American printer 
and his employees has today against low-priced competition is the requirement in 
the United States copyright law that to obtain copyright protection such mate- 
rial must be manufactured in the United States. 

Tariffs are now so low that no protection against low-wage-rate countries is 
afforded and more and more competition from foreign publishers is being ex 
perienced. Foreign and domestic publishers are waiving copyright protection 
for some of their works and having them made abroad and then importing them 
into the United States. We protest the exemption granted in section 11 of 
H. R. 5505, “for articles imported otherwise than on the person or in the accom 
panying baggage of an individual arriving in the United States and the aggregate 
value of all articles in the shipment is not over $10.00, if the articles are in 
tended for personal or household use of the consignee and not for sale, or $5.00 
in any other case.” 

This exemption would enable a foreign or an American publisher to establish 
a book publishing mail order business whereby books could be manufactured 
abroad in low-wage printing and binding plants and imported duty free in com- 
petition with American printers. The ¢. 0. d. provision of the section would not 
act as a deterrent, for the books could be ordered and paid for in advance of 
shipment. 

Attached are copies of two letters which illustrate how very real competition 
from such substandard wage countries is in spite of the manufacturing clause of 
the copyright law. 

Sincerely yours 
J. RAYMOND TIFFANY. 


Marcu 13, 1952. 
Hon. EMANUEL CELLER, 
House Office Building, Washington, D. C. 

Dear MANNY: I am sending you under separate cover a copy of a book called, 
The Spendthrifts, published by Farrar, Straus & Young, which seems to con- 
found all the arguments of the publishers that American book manufacturers 
would lose nothing by the change of the copyright law. 

As you know, the argument has been that publishers would import chiefly 
technical works that would only enjoy a small sale here among scholars, re 
search workers, etc. Now I find that here is an American publisher importing 
novels that have been completely manufactured abroad 

The Spendthrifts, for example, was printed in Austria and then the sheets 
were sent to England for binding and finished books were sent to America for 
distribution. 

Now, under the proposed copyright bill these books would come in here and 
would be protected, and where in the world are we American book manufacturers 
going to be if we have to compete with this type of situation? 

American publishers can’t even afford to print in Chicago and ship sheets to 
New York for binding because of the costliness of such a procedure, and yet they 
can ship sheets all over Europe and then send the bound books across the seas 
to us and obtain copyright protection. 

Upon inquiry to the publisher, I find that this particular book is not the only 
book of fiction that he has had done this way. He has imported other noveis 
and sold them here successfully. Apparently this publisher has no copyright on 
these books and apparently he doesn’t care and is perfectly willing to risk piracy. 
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Now if he is not interested in even copyright protection on his novels, then 
certainly we should have manufacturing protection on those books that pub- 
lishers do think worthy of copyright protection. 

Sincerely, 
SIDNEY SATENSTEIN. 
{From the Publisher’s Weekly, March 29, 1952] 


SIMPKIN MARSHALI. HEAD Buys BRITISH BooK CENTRE 


Capt. I. R. Maxwell, managing director of Simpkin Marshall, Ltd., fhe major 
British wholesale bookseller, has purchased controlling interest in the British 
Book Centre in New York from the Dunstead Trust and has announced a vigorous 
program of future erpansion of the Book Centre’s operations in the United States, 
projects which, if successful, will alter the entire character of British book 
distribution in this country. [Emphasis added. | 

Interviewed in New York shortly before flying back to Enzland last week, 
Captain Maxwell outlined for PW his plans for the ook Centre. “Ja giving 100 
percent complete and efficient service to the American book trade,’ Captain Max- 
well said, “we will guarantee that any British publication will be in New York 
within 7 days of the time it is published in England, As soon as we can acquire 
additional warehouse space, we will stock books of all British publishers, not 
just those that have in the past been represented here by the British Book Centre. 
{Emphasis added.] In other words, the ook entre in New York will become a 
replica of Simpkin Marshall and will be backed up bx Simpkin’s as far as 
availability of stock is coneerned.” The British Book Ceutre here is not, however, 
under the financial control of Simpkin Marshall or any other firms controlled by 
Captain Maxwell. 

His intention, furthermore, is to reduce the conversion factor—currently 22 
cents to the shilling—at which British books are so'd in this country. [Emphasis 
added. } 

Other elements of Captain Maxwell's p'an for the British Book Centre are the 
establishment of a foreign department which will accept orders for any European 
pubi’cation; a publishing operation to bring out here scholarly and nonfiction 
tities also published by other firms in the United Kingdom ; and the creation of the 
ritish Book Club to distribute monthly selections chosen by an Anglo-American 
board of judges. 

Trade and consumer advertising of British books will be increased, Captain 
Maxwell told PW, and the British Book Centre will pu>lish a monthly trade 
bulletin for bookstores with imprint for bookstore distribution, Books To Come, 
being taken over by Simpkin Marshall from the Central Office of Information, and 
the British Books of the Month, an established Simpkin Marshall service. 

A magavine subscription department will also be set up within the Dritish 
Book Centre. 

The British Book Centre in New York was originally established by B. T. 
Batsford in 1949; controlling interest was acquired by the Dunstead Trust last 
year (PW, April 14,1951). Ronald Freelander, formerly general sales manager 
of the McGraw-Hill Publishing Co., Ltd., London, continues as executive vice 
president of the British Book Centre. Kenneth MacKenzie remains secretary- 
treasurer arid sales manager. 

The Honorable W. W. Astor, Ronald Tree, and Walter Pierre Courtauld, who 
had interests in the Dunstead Trust and the center, continue as minority stock- 
holders of the center. 

Captain Maxwell bought Simpkin Marshall from Sir Isaac Pitman & Sons 
last fall (PW, December 1, 1951). He is already known here, primarily to 
libraries, as managing director of Lange, Maxwell & Springer, Ltd., a firm 
specializing in the export of British and foreign hooks and magazines of a 
technical and scientific nature. Early this year Captain Maxwell formed a 
new company, Simpkin’s Sole Agencies, Ltd., a subsidiary of Simpkin Marshall, 
to handle the books of those publishers whose trade distribution is handled solely 
by Simpkin Marshall. The Simpkin Marshall operations will, within 2 months, 
be transferred to new quarters—four times the size of the firm’s present loca 
tion—at 242 Marylebone Road NW 1. Captain Maxwell is currently stirring up 
wide discussion in Great Britain of his proposed international direct mail order 
service for publishers based on a master list of 1 million names, broken down into 
specific categories. 
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THE SECRETARY OF COMMERCE, 
Washington 25, D. C., April 29, 1952. 


Hon. Water F. Grorce, 


Chairman, Committee on Finance, 
United States Senate, 
Washington, D.C. 


Dear Mr. CHAIRMAN: This is to advise you of my views with respect to H. R. 
5505, a bill to amend certain administrative provisions of the Tariff Act of 1930 
and related laws, and for other purposes. 

At the time early in 1951 when this legislation was introduced in the House 
of Representatives, this Department submitted a favorable report thereon, and 
subsequently, on August 10, 1951, | testified personally before the House Ways 
and Means Committee to the same effect. The bill now before you, as passed by 
the House, omits certain provisions that were in the original bill. Even without 
these provisions, however, H. R. 5505 is in my opinion highly desirable legislation 
and should be enacted, if at all possible, during this session of the Congress. 

We favor particularly those provisions which would directly simplify customs 
procedures and indirectly reduce the cost of customs operations. These include 
the general valuation provisions ; the proposed increased use of informal entries; 
the proposed higher administrative exemptions for imports of small value; the 
free entry provisions for travelers and noncommercial exhibitions, temporary 
entry of samples and other similar articles; the provision on correction of errors ; 
and the provisions dealing with supplies for vessels and aircraft, and with the 
signing and delivery of manifests. In addition, there are those provisions wh'ch 
would modify present unnecessarily arbitrary procedures in connection with 
special marking requirements; undervaluation penalties; and the treatment of 
commingled merchandise. It is important to note that all these provisions are 
concerned with the mechanics of importing, and would not change the present 
import duty structure. 

This Department is, of course, vitally interested in this legislation because of 
our concern and responsibility for the problems of business, and we are »:ware 
that the burden and costs of customs formalities fall first on American imp t 


H. R. 5505 is, however, a somewhat unusual piece of lezislation, in that it 


rs. 
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mends itself to almost all segments of our economy. By improving and simplify- 
ing customs procedures, it would benefit our import trade. It would a!so in some 
degree serve the consumer, and from the viewpoint of Government, it would 
improve and possibly make less costly our customs administration and thereby 
be of benefit to the taxpayer. 

One final consideration favoring enactment of such legislation at this time 
may be found in its small but not insienificant contribution to the objectives of 
our foreign aid programs. To the extent that simplification of our customs 
practices encourages foreign firms to take advantage of Commercial possibilities 
in the United States market, it should reduce the cost and shorten the period of 
assistance which the United States is giving to various friendly foreign countries 
to help them get on a self-supporting basis. 

We are advised by the Bureau of the Budget that there would be no objection 
to the submission of this report to your committee. 

If we can be of further assistance to you in this matter, please call upon us 

Sincerely yours, 


CHARLES SAWYER, Secretary of Commerce. 


STATEMENT OF Roy A, CHENEY, PRESIDENT, UNDERWEAR INSTITUTE, New York. N. Y. 


I am Roy A. Cheney and am president of the Underwear Institute, a voluntary 
association representing approximately SO percent of production of underwear 
and fabric gloves in the United States. 

I would like to call attention of this committee to the real objection we have 
to section 821 of H. R. 5505, now being considered, 

By its title, this bill is designed to simplify present customs procedure. There 
is no objection to this. But in section 321 of this bill there is a provision that 
would invite a mass of foreign competition for American manufacturers. It 


is 


inconceivable that the author of the legislation appreciated the danger that lies in 
this one section. 
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Our manufacturers of underwear in this country know competition well. 
When one enters this field he does so with the knowledge that to succeed he 
must be able to serve the consumer with goods they want and at a price they 
are willing to pay. If he fails to so serve, he cannot stay in business. This 
we know. However, American manufacturers cannot compete with foreign 
underwear manufacturers under the circumstances that would be set up by this 
bill, 

We nmrust maintain manufacturing plants. In order to serve our customers 
we mnust go into the market and buy materials and supplies in quantities to satisfy 
demands, and make up and manufacture styles and colors that will appeal. 

Besides the above we must hire help to man our mills and factories, promote 
the sale of goods, for, after all, the economy of this country prospers not be- 
cause of the goods our underwear mills and glove factories produce alone, but 
rather upon what is sold across the counters of our wholesalers and retailers, 

Next comes the burden of taxes that are levied by the Federal, State, and local 
governments. Many States and many municipalities have sales taxes. Also, 
when we import foreign-made materials we must pay duty upon them before 
we can offer them for sale in the shape of finished garments. 

Contrast this situation with that of the alien operator, if this bill is passed. 
According to section 321 of H. R. 5505, a foreign operator, no doubt from a country 
that has been the recipient of billions in aid, partially paid by the taxes upon 
American manufacturers, wholesalers, and retailers, can advertise and sell in 
this country goods selling for $10 a shipment and mail them to our customers 
duty-free. The irony of this situation is that we would find some of the tax 
dollars we have paid being used to damage us. 

A foreign operator could place an advertisement in a newspaper or magazine 
in the United States and offer to sell underwear, gloves, lingerie, and a host 
of other items. These items could .be priced upward of $10. Realize that the 
alien advertiser does not maintain quarters in this country. He does not pay 
any real-estate, income, or other taxes. He pays no duties. He does not main- 
tain a selling force. His only expense would be the advertisement. 

The members of our association representing glove and underwear manufac 
turers feel that this type of competition should not be permitted and we pray 
that this committee will erase this harmful section. An amendment to the 
House bill was considered by some to remove the harmful features of section 
621. This amendment would prevent ¢. 0. d. shipments under this bill. But, 
gentlemen, I can assure you that any foreigner who could offer for $10 a 
sweater, that an American manufacturer could not produce for less than $12 
or S14, would not be discouraged by the ban against ¢. 0. d. shipments, 

We honestly believe that this section is unfair and unjust and places upon 
several segments of our economy a double load. The retailer, wholesaler, and 
manufacturer would be forced to help pay the bill for foreign aid and then be 
placed in jeopardy by foreign competition created by this proposed legislation 

Piease let me urge you to a serious consideration of this request. The mem 
bers of our association sincerely hope that the committee will delete section 32 
of H. R. HHO. 


NATIONAL MILK Propuccers FREDERATION, 
Washington, D.C... Maw 1. 1952 
Hon. WALTER F. GEORGE, 
Chairman, Senate Finance Committee. 
Senate Office Building, Washington, D. C. 

DEAR SENATOR GEORGE: We would like to have inserted in the hearing record 
this brief statement of the position of the National Milk Producers Federation 
on H. R. 5505 relating to customs simplification. The federation, as you know, 
represents some 450,000 dairy-farm families and the cooperatives which they 
own and operate and throngh which they act together to process and market 
their milk. 

Our members are not concerned directly with customs procedures and formal- 
ities. The general principle of customs simplification, if limited to that, appears 
to be sound and desirable. Protection of domestic industry should be accom- 
plished by direct means and not through cumbersome customs procedure. 

H. R. 1535, as introduced, contained several objectionable features, mostly mat- 
ters other than customs simplification, and the federation appeared at the hear- 
ings before the House Ways and Means Committee in opposition to some of those 
features. 
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We opposed the reduction of the tariff on adulterated butter and filled cheese. 
In connection with the proposal to change the present 3-cent processing tax on 
coconut oil, palm oil, and palm-kernel oil to an import tax insofar as it applies 
to imported raw products, we asked that the status of the tax under the trade 
agreements be left unimpaired. To that end, we recommend that the processing 
tax continue to apply to domestic products and that the prohibition in the bill 
against modification of the import tax through trade agreements be retained in 
the final enactment. 

All of these matters were taken care of by the House committee. In addition, 
other provisions of H. R. 1535 not relating directly to customs simplification 
were deleted when the clean bill (H. BR. 5505) was reported and pussed, and a 
section was added to make it clear that the passage of the bill would not indicate 
approval or disapproval of the General Agreement on Tariffs and Trade 

The federation would oppose any change in H. R. 5505 which would unds the 
above improvements made in the House, 

We are not sure of the effect of subst ection (e) of seetion a HI R. ADO (Tp 
$1), relating to taxes imposed under section 2491 of the Inter Revenue Code 
where the tax would be in contravention of a trade agreement 

If this subsection is retained in the reported bill, we would like the committee 
to consider adding a statement in the report to the effect that this subsection 


would not affect the treatment of the import taxes set up in lieu of processing 
taxes by section 22 of the bill. 

The dairy farmers in this country are desperately in need of protection against 
imports from countries where wages and standards of living are lowe Uneer 
tainty over the effectiveness of such controls after July 1 is already having 
adverse effect in relation to prices, planning, and conimercial storage. If section 


104 of the Defense Production Act is not extended, our domestic source of supply 
of a vital and essential food will be impaired at a time when we can least afford 
to rely on foreign sources. But, as indicated above, we believe that issue should 
be met directly and not through opposition to customs simplification. 
Sincerely yours, 
(Signed) Chas. W. Holman, 
(Typed) CHARLES W. HoLtMaAN. Secretary 
NATIONAL MILK PRODUCERS FEDERATION, 





CARPET INSTITUTE, INC., 
Vew York City, April 30, 1952. 


Memorandum re customs simplification bill (TT. R. 5505) 


(‘OMMITTEE ON FINANCE, 
Unite d States Nenate . Washington, dD. C. 


I. STATEMENT 


GENTLEMEN: This memorandum is submitted by the Carpet Institute, Ine., 
which represents over 90 percent of the domestic manufacturers of wool carpets, 
rugs, and floor coverings. 

We are in favor of any action which would simplify technical procedures in 
connection with the administration of the customs laws. However, we do not 
believe that any action should be aken which would directly or indirectly result 
in the equivalent of a reduction in present greatly reduced tariff rates of duties. 

Your committee is, of course, familiar with the fact that there have heen 
many trade agreements negotiated with foreign countries under the Trade 
Agreements Act of June 12, 1934, as extended from time to time. The rates of 
duty prescribed in the said act of 1980 on wool carpets and rugs have been re- 
duced in some cases as much as 75 percent and any action which might indirectly 
result in a further lowering of these duties would be harmful to our industry. 

We filed a memorandum with the Committee on Ways and Means dated Sep- 
tember 7, 1951, with reference to the bill which was then pending before that 
committee and which was designated as H. R. 1535. The committee, however, 
when reporting said H. R. 5505 to the House on October 1, 1951, stated in part 
on page 2 of its report: 

“Your committee held extensive hearings on H. R. 1535 and deliberated at 
length on it in exeeutive sessions. HY. R. 5505 was introduced as a clean bill 
and reflects your committee's decisions on, and amendments to, H. R. 14535. The 
present bill, as a result of these hearings and deliberations, is truly a customs 
simplification bill. 
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“The need for customs simplification was acknowledged by all witnesses who 
appeared before your committee. Their testimony on the provisions now con- 
tained in H. R. 5505 differed, in general, only in technical and drafting details.” 

In our memorandum filed with the Ways and Means Committee with reference 
to said H. R. 1535 we strongly objected to a proposal to amend section 201 (a) 
of the antidumping act of 1921. It read in part: “Whenever the Secretary of 
the Treasury (hereinafter called the ‘Secretary’), after such investigation as he 
deems necessary, finds that an industry in the United States is being or is likely 
to be materially injured, or is prevented or materially retarded from being es- 
tablished, * * * ” he may make a public finding of dumping. We made an 
extensive argument in support of our suggestion that the word “materially” 
should be deleted. We are pleased to note that in H. R. 5505 “materially” was 
deleted. We are not repeating our argument in this memorandum in support 
of our proposition because it is our opinion that the elimination of the word 
“materially” is satisfactory to all parties. We urge, however, your committee 
not to insert it in the pending bill. [Emphasis ours.] 


Il. COMMENTS ON PARTICULAR SECTIONS 


1. Section 15. Value (p. 17) : Said section 13 proposes to amend section 402 of 
the Tariff Act of 1980 by eliminating the basis of “foreign value.” 

We are particularly interested in this section because it eliminates “foreign 
value” as one of the bases to be considered under section 402 of the said Tariff 
Act of 1930 by the United States appraisers when appraising the values of im- 
ported merchandise subject to ad valorem rates of duty. Your committee un- 
doubtedly knows that under said section 402 the said appraisers first have to 
determine whether there is a “foreign value” and/or an “export value.” If 
both values exist in accordance with the definition set forth in said section 402, 
the appraisers must take whichever of the two values is the higher. If there 
isn’t any foreign value, then they must determine if there is an export value. 
It is our opinion that the elimination of “foreign value” as one of the basis of 
consideration would not only create greater uncertainty as to the real price of 
a product but might also be used indirectly by foreign manufacturers interested 
in building up export markets, 

The domestic manufacturers now have a certain degree of protection which 
would be denied to them if said section 13 of H. R. 5505 is enacted into law not 
only by the elimination of foreign value as one basis of consideration but also 
by the other definitions proposed by said section 18. The proposals in said section 
13 appear to be particularly important to our industry because it is reasonable 
to assume that foreign manufacturers of wool carpets, rugs, and floor coverings 
might greatly increase their export trade and the values of such articles would 
have to be determined according to their export values, in the absence of the 
foreign value provision. Foreign manufacturers, for example, might get export 
values considerably below the actual values of the merchandise in order to gain 
an increased United States market. When the greatly reduced rates were applied 
to such fictitious export values it might produce a situation distinctly unfair 
to American manulacturers. 

Said section 13 of the bill also proposes new definitions for the other bases of 
value as now defined in said section 402 of the Tariff Act of 1930, as amended. 
The primary value to be considered for the purposes of the Tariff Act would be 
“export value” as redefined. Without discussing each definition pertaining to 
value we wish to point out, however, that the term “Freely sold or offered for 
sale” (on p. 22, lines 17 to 25, inclusive, of H. R. 5505) has been defined by the 
proposed amendment so that any restrictions imposed by law on prices, such as 
price controls, shall not be construed to prevent the finding that goods are “freely 
sold or offered for sale.’ Thus the existence of a governmental price control 
will not interfere with the establishment of any of the values to be used under 
the tariff act if so amended. Also there is a definition of “purchasers at whole- 
sale” (p. 23, lines 7 to 14, inclusive, of H. R. 5505) which will clarify the finding 
of values, eliminating the present requirement that goods be offered for sale ‘to 
all purchasers” which did not always mean “purchasers at wholesale.” Refine- 
ments have also been made in the definition of “ordinary course of trade” (p. 23, 
lines 1 to 6, inclusive, of H. R. 5505) and “usual wholesale quantities” (p. 24, 
lines 15 to 19, inclusive, of H. R. 5505) which are supposed to lead to a more 
accurate value, or a value which more nearly approximates the actual value 
of the merchandise. ‘ 

We think it is important to call to the attention of the committee that if 
section 15 is amended to provide for various definitions which differ from those 
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in the act of 1930, as amended, many of the thousands of court decisions handed 
down over the past sixty-odd years might be of little or no value in interpreting 
said section 402 of the Tariff Act of 1950, as amended by the proposed section 15. 
Furthermore, it is reasonable to assume that if said section 13 becomes law, 
there would be many cases brought thereunder and new decisions rendered. 
Many years might elapse before such decisions could serve as precedents. 

» Section 17. Undervaluation (p. 27) : Said section 17 is titled “Amendment 
of Entries and Duties on Undervaluation.” Said section 489 is proposed to be 
amended so as to provide, among other things, that the special duty for under- 
valuation shall not be assessed unless the consignee “* * * shall have failed 
to furnish the appraiser, before that officer has signed his report of value to the 
collector, all information required by customs officers which is relevant to the 
value of the merchandise and ava‘lable to him at the time of entry or within a 
reasonable time thereafter, and all such information that is so available to the 
person, if any, in whose behalf the entry was made. * * ’ Thus, if the 
undervaluation is in good faith, and the importer has furnished the information 
so required, there would be no need for an amendment of the entry, and the 
special duty for undervaluation would not be assessed. 

This is a radical departure from the present law. Said section 489 of the 
Tariff Act of 1930, as amended, provided, in substance, that an importer must 
enter his goods at his peril, so to speak, in the matter of the values of articles 
subject to ad valorem rates of duty. In other words, the additional duties are 
assessed ipso facto if the appraised values exceed the entered values. Such 


additional duties cannot be remitted “* * * nor payment thereof in any way 
avoided * * ’ except in the case of a clerical error upon the finding of the 
Secretary of the Treasury “* * * or in any case upon the finding of the 
United States Customs Court, upon a petition filed * *  * that the entry of 


the merchandise at a less value than that returned upon final appraisement was 
without any intention to defraud the revenue of the United States or to conceal 
or misrepresent the facts of the case or to deceive the appraiser as to the value 
of the merchandise. * * *” 

The customs courts have decided many cases involving petitions for the alite- 
ment or refund of additional duties under the present section $89. In most of 
such cases importers have been able to prove that the entry of merchandise at 
values less than the appraised values was without intention to defraud the 
Government or to deceive the appraiser. Therefore, such additional duties were 
ultimately refunded. However, the increased duties were retained by the 
Government. 

To summarize, our view is that section 489 of the Tariff Act of 1930, as amended, 

acts as a deterrent to carelessness or indifference by an importer when deciding 
upon the values at which merchandise, subject to ad valorem rates of duty, is to 
be entered. Furthermore, under the proposal as set forth in H. R. 5505 a review 
of undervaluation cases, so-called, could still be made by the United States 
Customs Court and that such court could order the remission of such duties if it 
finds that undervaluation was made “* * * without any culpable negligence 
or intention to conceal or misrepresent the facts of the case or to deceive the 
appraisers as to the value of the merchandise.” This language is found in subsec 
tion (b) on page 29 (lines 6 to 9, inclusive) of the bill. Our opinion is that if 
this language should be incorporated in any law which may be enacted it would 
seem to relax somewhat the obligation of an importer. In other words, it might 
make it possible for him to more easily prove good intentions than under the 
language of section 489 of the present Tariff Act, which reads in part, * ro 
without any intention to defraud the revenue or to con eal or misrepresent the 
facts.” 
8 Section 13. Value (p. 17): We discussed under 2. Undervaluation, be- 
ginning on page 6 of this memorandum. However, we desire to call particular 
attention to subsection (d) which purports to amend section 503 of the present 
Tariff Act, which proposal is on page 30 of the bill (lines 12 to 16, inclusive). 
It restates in effect that duty shall be paid on the basis of the final appraised 
values. and therefore the entered values are not to be considered. Said section 
503 of the present Tariff Act, if amended by a proposed subsection (d) would 
then read as follows insofar as subsections (a) and (b) of the present section 
503 are concerned : 

“(a) Except as provided in section 562 of this Act (relating to withdrawal 
from manipulating warehouse) and in subdivision (b) of this section, the basis 
for the assessment of duties on imported merchandise subject to ad valorem rates 
of duty shall be the final appraised value.’ [{ mphasis ours. } 
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“(b) For the purpose of determining the rate of duty to be assessed upon any 
merchandise when the rate is based upon or regulated in any manner by the 
value of the merchandise, the final appraised value shall (except as provided 
in sec, 562 of this Act) be taken to be the value of the merchandise.” 

The result of this amendment, if adopted, would be that in cases where an 
importer enters goods at a value higher than that at which it is finally appraised, 
the final appraised value shall be taken to be the value of the goods, and the 
importer would not be penalized in any way for entering them at a higher value; 
and furthermore the difference between the higher duty paid and the duty 
ultimately assesssed will be refunded to him upon final liquidation of the entry. 
We feel that said section 508 should not be amended as proposed by said sec- 
tion 17 (da) of H. R. 1535. 

t. Section 20. Conversion of currency (pp. 33 to 36, inclusive) : Section 20 (a) 
of H. R. 1585 proposes to amend section 522 of the Tariff Act of 1930 by bringing 
the methods of converting foreign currencies for customs purposes in line with 
the articles of agreement of the International Monetury Fund. At present the 
primary basis for currency conversion is the value of foreign gold coin as 
published quarterly by the Secretary of the Treasury. The amendment proposed 
provides instead for the current publication, by the Secretary of the Treasury, 
of a list of the par values of foreign currencies which are maintained pursuant 
to the articles of agreement of the International Monetary Fund, or pursuant to 
any other international agreement entered into by the United States. All cur- 
reney conversion must, if possible, be based upon the par value so determined. 

Under the present law (sec. 522) if the par value of a currency as established 
by its gold content should vary by 5 percent or more from the value measureil 
by the buying rate in New York at noon on the day of exportation of the mer- 
chandise involved, then such buying rate is to be taken as the basis for conversion. 
The proposed amendment provides that in case there be no par value as deter- 
mined by the International Monetary Fund or by other international agreement, 
then the value to be used for converting is the buying rate of the foreign currency 
in New York at noon on the date of exportation. 

Under the present practice, where the gold standard has largely disappeared, 
the par value based upon gold content is not used, but in place thereof, the current 
buying rate in New York is usually employed in converting currency. Based on 
the record we question the efficacy at the present time of the determinations of 
par values set by the International Monetary Fund. The rates which have been 
set thereunder have been the rates which the countries involved have set them- 
selves, and it Seems that such rates would be thereby arbitrary, and would not 
reflect a true and accurate value. A far more accurate or actual value would 
appear to be attainable by using the buying rate at New York, as is done at the 
present time, and therefore we can see no reason for departing from section 522 
of the present Tariff Act of 1980 as amended. 

Moreover, in case no rate has been set by the International Monetary Fund, 
then the rate to be used, in accordance with the proposed amendment, is the 
buying rate at New York at noon on the date of exportation of the merchandise 
involved, the same basis as is now being used when the rate based upon gold 
content cannot be employed. It seems that in a great many cases, therefore, the 
buying rate at New York would be used under the amendment, just as that rate 
is now heing used under the present section 522. This amendment, therefore, 
does not seem to be justified. 

The proposed amendment also provides for the application of a rate of ex- 
change where the Federal Reserve bank certifies that more than one rate of 
exchange exists for the merchandise in question. At the present time such a 
situation is amply covered by the procedure followed since the decision of 
Barr v. United States (324 U.S. 838, 65 8S. Ct. 522 (1945)). That case held that 
where there exists both an “official” rate and a “free” rate of exchange for 
sritish pounds, the rate to be used in converting to United States dollars should 
he the rate applicable to the merchandise in question, i. e.. the rate at which 
the importer obtained the pounds used in his purchase of the merchandise. Since 
the importer, in that case, purchased pounds at the “free” rate of $3.475138 the 
Court held that such rate should be used instead of the “official” rate of $4.085. 
Customs officials since that decision have been governed accordingly, and the 
rates used now appear to be as realistic as it is possible to achieve. Mr. Justice 
Dovglas, in writing the majority opinion of the Supreme Court in Barr y. United 
States, supra, said in part: 

“This history [of sec. 522] makes clear the search which has been made for a 
measure of the true dollar values of imported merchandise for customs purposes 
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which was accurate * * * and at the same time administratively feasible 
and efficient. The formula finally selected is dependent on the actual value of the 
foreign currency in our own money. The rate for the foreign exchange with 
which the imported goods are purchased is recognized as the measure of value 
of the foreign currency ; the use of that rate reflects values in United States cur- 
rency which are deemed sufficiently accurate to serve as the measure of the 
valuation of the goods for purposes of the ad valorem tax. 

“We would depart from that scheme if we were to read section 522 (¢) as say- 
ing that on a given date only one buying rate for a specified foreign currency 
could be certified by the Federal Reserve Bank of New York or proclaimed by 
the Secretary of the Treasury” (824 U.S. 89, 90). 


€ 


“We assume that the ‘official’ rate was the all-inclusive r: 


ite and could have 
been used in payment of exported goods of all kinds. But section 522 (¢) means 
to us that that buying rate is to be used which is in fact applicable to the par 


ticular transaction. To look to other transactions for the buying rate is to 
ake a valuation of a whoily hypothetical import not a valuation of the actua 
one before the collector of Customs The language of section 522 
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read against the background of these statutes indicates to us that Congress 


to the value in dollars of the imported merchandise” (3824 U.S. 91, 9 


undertook to provide in each cause the rate which gives the closest approximatio 
y) 
To sum up our position, the tying of conversion rates to the bl 


Monetary Fund is a marked departure from present pra e which has been built 
up over many years, and which is familiar to all persons engaged in foreign 
trade. The current practice of converting foreign curren s effective, and 
approaches the problem ina realistic manne The case of Bary United States, 
supra, establishes a guide in the case of multiple rates of exchange which can 
be followed, and is being followed, with satisfactio1 Any ¢] e in conver 


sion methods at this time would seem to lead to confusion and would not give 
domestic manufacturers any more definite criteria to be followed in determining 


such conversion, In addition, it might lessen the protection which domestic 
manufacturers now receive, even under the present low rates of duty) We 
strongly urge, therefore, that section 20 (a) of H. R.5505 not be enacted into 
law. 


lil CONCLUSION 


As stated, we are heartily in favor of any action which will further simplify 
the administration of customs procedures llowever, becaus t eS ( luties 
on carpets and rugs have been reduced in some causes as much as 75 percent from 
certain rates in the Tariff Act of 1930 and because imports have shown remark 
able increases in spite of existing tariff duties, we are concerned that such sim 
plification of administrative procedures be purely that and not provide an indirect 
route for circumventing in any way existing tariff duties. We urge that these 


points be given consideration in connection with the proposed 
Respectfully submitted. 
CARPET INSTITUTE, IN¢ 
By Merritt A. Warson, Pres f 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, IN¢ 
New York 7, N. Y., April 29, 1952 
Mrs. ELIzaBeTu B. SPRINGER, 
Chief Clerk, Senate Committee on Finanee. 
Senate Office Building, Washington, D. €. 

DrEAR Mrs. SPRINGER: Reference is made to our telephone conversation yester 
day afternoon, and certain specific changes in language in H. R. 5505. the Customs 
Specification Act, recommended by Mr. Fred Bennett during his testimony before 
the Senate Committee on Finance, on Wednesday, April 23, 1952 

Attached herewith you will find the two specific changes referred to by Mr. 
Bennett. I would appreciate it if vou would include these recommendations in 
the record of hearings on this proposed legislation 

Thanking you for your cooperation, I wish to remain 

Very truly yours, 
VINCENT J. Bruno, 
Vanager, Import Division, World Trade De partment. 
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RECOM MENDED CHANGES IN LANGUAGE IN SECTION 17 OF THE CUSTOMS 
SIMPLIFICATION ACT, H. R. 5505 


(1) On page 27, line 13, amend section 17 (a) to read as follows: 

“Sec. 17. (a) Section 487 of the Tariff Act of 1930 (U. S. C., 1946 edition, title 
19, sec. 1487) is amended by deleting therefrom ‘, or at any time before the 
invoice or the merchandise has come under the observation of the appraiser fot 
the purpose of appraisement,’, and substituting therefor ‘, or at any time prior 
to the lodging of the appraiser's report of value with the colleetor,’.” 

(2) On page 28, lines 3 and 4, delete “all information required by customs 
officers”, and substitute therefor “such information as is requested in writing by 
customs officers.” 

BoubDIN, COHN & GLICKSTEIN, 
New York 19, N. Y., May 2, 1952. 
UNITED STATES SENATE, COMMITTEE ON FINANCE, 
Senate Office Building, Washington, D. C. 
(Attention: Mrs. Elizabeth B. Springer, Chief Clerk.) 

GENTLEMEN: Enclosed please fimd statement by the undersigned, submitted on 
behalf of the Pocketbook Workers Union. The undersigned testified orally 
hefore the committee on April 28 and was granted permission to file a written 
Statement, 

Enclosed you will also find corrected transcript. 

Very truly yours, 
Boupin, CoHN & GLICKSTEIN. 
By SaMvet Harris Cornen. 


STATEMENT MADE BY SAMUEL HARRIS COHEN, ATTORNEY FOR THE POCKETBUOK 
WorKers Union, A. F. or L. 


Honorable sirs, I appear as attorney fer the Pocketbook Workers Union, 
affiliated with the International Handbag, Luggage, Belt & Novelty Workers 


Union, A. F. of L., in opposition to the proposed amendment in section 321 of 
H.R AOA 

This union has about 12,000 members who work in the ladies’ handbag industry 
situated in the greater area of metropolitan New York City. These members 
work for some 335 employers who manufacture handmade or quality handbags, 
and for some 150 employers who manufacture personal leather goods. Fifty-five 
percent of the said handbag production of the United States is produced by the 
members of the Pocketbook Workers Union. The 55-percent figure is misleading 
in that almost 90 percent of the higher-priced handbags is made in metropolitan 
New York. The out-of-town companies for the most part preduce the less ex- 
pensive handbags retailing from $1 to $5. Quality bags retail from $7.50 and 
up, with an average of from $10.50 to $12.50. 

The union for which I speak is experiencing at this time the worst business 
conditions it has ever had since about 1935. From the legal work required we 
get an insight into the depressed business conditions in New York. In the last 
2 years my firm has been concerned with the collection of wages, vacation, and 
heliday pay and unemployment-insurance benefits. For the first time in recent 
years employers have been asking for, and receiving, an extension of time in which 
toe remit to the union holiday and vacation pay and to pay wages to the 
employees. 

As stated before, the New York market primarily produces the quality hand- 
bags. It is this part of the industry that is most directly affected by the unfair 
imports of handbags. The proposed change in section 321 of H. R. 5505 will 
aggravate to a great extent the unfairness of the foreign competition to the 
quality handbag employer and worker, by encouraging imports of handmade 
quality purposes. The person of means is the purchaser of these handbags and 
also is the foreign traveler. The proposed amendment would encourage this 
group of citizens to purchase their handbags abroad, or through mail orders. 

Without the benefit of this proposed tax gift the foreign producer has many 
advantages. The wages of the hand pocketbook makers in the foreign countries 
are estimated to be from 30 percent, in countries like France, Germany, and 
Austria, to 40 percent in countries like England and Italy of the American 
wages. The foreign worker works from 48 hours to 54 hours per week as com- 


Or 


pared with the 37% hours worked by the members of the Pocketbook Workers 
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Union. The productivity of the foreign worker is about the same as the Ameri- 
can worker because we are talking about a handmade product. The American 
employer only outproduces the foreign producer in the quantity of output in 
the machine-mmade handbags retailing from $1 to $5 per bag. In addition, the 
collective bargaining agreement provides for welfare benefits, 2 weeks’ vacation, 
measured by employment in the industry rather than for the individual employer 
because of the seasonal nature of the work, paid holidays, and numerous other 
fringe benefits. None of these terms of employment, with rare exceptions, is 
enjoyed by the foreign pocketbook worker. In addition to this unequal com- 
petition, this bill proposes to give a gift of duty taxes for handbags up to $10 
per bag if for personal use, and $5 per bag if for resale. 

In addition, the employers of the members of the union are faced with the 
normal American way of doing business, and the cost thereof. Because of many 
good reasons, particularly sales promotion, seasonal clearance and mark-downs, 
the average retail mark-up is about 40 percent. 

Furthermore, the American producer of handbags is most unfairly burdened 
with the 20 percent excise tax. In the field of all wearing apparel up to $10, 
which includes the quality handbags which we are discussing, only handbags of 
wearing apparel are so discriminatorily taxed. A lady's handbag is as much a 
part of a woman’s dress as her hat or her shoes. In addition, in New York and 
many other States, employers are faced with a 2 to 3 percent sales tax. None of 
the said factors and costs items are part of the production costs of the foregin 
producer. 

The duty-free admission of handbags up to $10 means a mail order method of 
selling. This further burdens the American producer because the mark-up in 
the mail order business is about 20 percent. This unequal burden will be further 
agravated by the fact that the mail order business of foreign origin, which will be 
fathered by this tax exemption, directly will compete with the quality hand-made 
bag producers. The American bag mail-order producer selling in the cheaper 
market does not compete with the quality hand-made bag manufacturer. 

Congress has often given lip service to the need of encouraging the small- 
business man. I say lip service in view of the record of more and more large 
scale and monopoly production being the norm for American business, especially 
in the last 50 years. The report of the Select Committee on Small Business, 
House Document No. 559, Eighty-first Congress, gives the true picture of this 
monopoly development. In this instance, by defeating the proposed amendment, 
this honorable committee can encourage smal! business. The quality hand-made 
bags that are threatened by this bill are produced by small companies. Only 5 
employers in the New York market employ over 100 employees. About 125 em- 
ployers employ 20 or less employees. It may be said that the amount of hand- 
bag imports may only total a few million dollars. The loss of this amount of 
business to small companies, already hard-hit by the 20 percent excise tax, Means 
the difference between solvency and bankruptcy. 

The women of America who purchase the quality hand-made bags are already 
hoyeotting the American bags because of the 20 percent excise tax. On a $10 
purchase, the tax is $2 and on a $20 purchase, the tax is $4. The American hand- 
bag consumer has refused to pay this singular and unreasonable tax. The at- 
tempt of this bill to admit hand-made bags, duty-free, amounts to, in the opinion 
of the union and its 12,000 affected membors, a massacre and destruction of the 
American craft of making quality hand-made bags. It means the development of 
an unfair competing development in foreign countries. 

While the bill provides for exceptions as the Secretary of the Treasury shall 
prescribe, this is not very reassuring. While it may be legal for Congress to abdi- 
cate its law-making functions to administrators, experience in the customs field 
especially has shown that administrators do not exercise their discretion. We 
believe that the figures set forth in the bill, of $10 and $5, will not be modified by 
virtue of the exception provisions. 

The part-time employed and underpaid workers of the Pocketbook Workers 
Union are confident that their views will be favorably received by this esteemed 
committee. They trust that this prejudicial bill will not be permitted to leave 
the confines of this committee. 

Please accept our sincerest thanks for your courtesy in hearing the plea of 
the quality hand-made-bag workers of America 
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U.S. Customs INSPECTORS’ ASSOCIATION, 
Port or NEW YorK, 
New York, N. Y., April 29, 1952. 
Hon. WALTER F. GEORGE, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D.C. 

Dear SENATOR GEORGE: Reference is made to the proposed Customs Simplifi 
eation Act which is being considered by the Senate Committee on Finance. 
This act would amend certain provisions of the Tariff Act of 1980 and related 
laws. 

The members of this association are concerned about the language of the pro- 
posed new section 646 of the Tariff Act of 1930, as set forth in section 21 of the 
proposed Simplification Act under the title “Customs Supervision,” reading as 
follows: 

“Sec. 646. Customs Supervision. 

“Wherever in this Act any action or thing is required to be done or maintained 
under the supervision of customs officers, such supervision may be direct and 
continuous or by occasional verification as may he required by regulations of 
the Secretary of the Treasury, or, in the absence of such regulations for a par 
ticular case, as the principal customs officer concerned shall direct 

The official analysis of the proposed act states that section 21, Customs Super 
Vision, was to apply to section 304 and section 562 of the Tariff Act of 1930 
However, the language of the proposed Simplification Act as set forth in the 
proposed new section 646 of the 1930 Tariff Act. as embodied in section 21 of 
the proposed act, does not state any such limitation. It plainly states that 
“Wherever this act any action, ete.” 

Our association is of the opinion that section 21 should be eliminated in its 
entirety. Such relaxing of customs supervision is contrary to the intent of the 
law, a potential threat to the revenue and to the proper functioning of customs 
inspectors, and other groups of customs officers 

Section 21, if allowed to remain in its present form, would change all exist 
ing law providing for customs supervision. It would substitute spot checks and 
paper controls for the physical supervision which experience has shown is re 
quired to property safeguard the revenue and prevent smuggling. 

We respectfully request that your committee consider our recommendation 
that the proposed new section 646 of the Tariff Act of 1930 be eliminated from 
the Customs Simplification Act 

Respectfully submitted 


JOHN J. Mureuy. President 


NEW ORLEANS, LA., May 1, 1952 
Hon. WALTER F. Grorat 
Chairman, Senate Finance Committee, 
United States Senate, 
Washington, D.C. 


Mr. Chairman and gentlemen of the committee, it is my understanding that 
the Senate Finance Committee has just concluded public hearings on the bill 
known as H.R. 5°05, the Customs Simplification Act of 1951. 

Because of the existence of a long-standing inequitable condition affecting the 
operators of United States Customs bonded warehouse space in this country, 
I have taken the liberty of dispatching this letter to vou and the members of the 
committee, via air-mail special delivery, in the hope that you will see fit to 
amend H. R. 5505 as outlined below. 

The problem of operators of United States Customs bonded warehouse space 
for many years with respect to general-order storage has briefly been this: In 
many instances, after imperted merchandise arrives in the United States, no duty 
is paid thereon and free wharf time has elapsed, the collector of customs in the 
particular locality orders this imported merchandise placed in general-order 
storage. 

The selection of a warehouse is at the discretion of the collector of customs 
but, in any event the public warehouseman selected must be the bona fide op- 
erator of United States Customs bonded warehouse space, with classes 3 and 
8 privileges, duly licensed by the collector, having met all requirements of law. 

After the appropriate order has heen issued by the collector of customs the im- 
ported merchandise is transferred from wharf into the United States Customs 
bonded warehouse space of the public warehouseman, 
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If this imported merchandise is not reexported and duties have not been 
paid on it after it has remained in storage for a period of 1 year, the collector 
of customs is obligated to Sell it at a publie auction. in an effort to assure the 
United States Government of the value of the duties thereon 

Experience has proven that when the sale of seneral-order merchandise has 
taken place and the Government has been reimbursed for the value of duties 
thereon, often no funds are available from the sale of this merchandise to pay 
the operator of United States Customs bonded warehouse space for his accrued 
charges against the merchandise. 

In all equity, it is unreasonable to expect a public warehouseman to maintain 
United States Customs bonded warehouse space without assurances that. where 
seneral-order merchandise is sold for payment of duties. he Will be made whole on 
his accrued charges such as storage, handling-in-and-out of warehouse, drayage, 
ete. Nonpayment of the Warehouseman’s charges Ineans that the warehouse- 
nan is performing 1 year of service free to both the 
Government. 

On behalf of the American Warehouseman’s Association, merchandise division, 
the writer respectfully requests that you, and the members of the committee, 
approve an amendment to H. R. 5505 which would provide for the prior pay- 
ment of accrued charges to a public warehouseman who operates United States 
Customs bonded warehouse space, classes 3 and 8 privileges, 
merchandise placed in feneral order is sold. 

These views would have been submitted to the committee in person by the 
writer, but, due to the press of urgent business. the writer was unable to come 
to Washington prior to the conclusion of your hearing. 

A prompt reply will be ereatly appreciated. 

Respectfully submitted 


importer and the 


in cases where 


JAY WEIL, Jr., 
Chairman, Committee on Bonded Warehouses and Foreign Trade. 
American Warehouse men’s Association, Merc) andise Division. 


comnnticnianaass 
STATEMENT OF NATIONAL Woo. GROWERS Associ ATION, ON H. R. 5505 


The association, as representative of the raw-woo] producers of this country, 
has for some time been greatly concerned at the large quantity of wool tops im- 
ported from Uruguay and Argentina which are sold here at prices less than the 
cost of the raw wool. Such a condition, obviously, reduced the demand and de- 
presses the market for domestic wool, 

Both Argentina and Uruguay have multiple rates of currency exchange in 
terms of the United States dollar which enable the processors of tops in those 
countries to obtain a very much more favorable rate of exchange than applies 
to the sale of raw wool. As a result of this preferential rate in their domestic 
exchange, the wool tops from these countries are able to under sell American- 
made tops. The volume of imports of such tops has caused serious disturbance 
to all branches of the wool industry, 

Under section 308 of the Tariff Act of 1980, the so-called countervailing duty 
Statute, the Secretary of the Treasury must impose a counter ailing duty equal to 
the amount of the grant or bounty bestowed by a foreign country on products 
imported into the United States, 

The association is complaining against the successful efforts of foreign countries 
to nullify the United States duty rates through currency manipulation. We are 
not asking this committee to prohibit or curtail imports on which the legal] duty is 
paid; we are, however, requesting that effective action be taken against imports 
which escape the payment of proper duties through the manipulation of foreign 
currencies, 

On February 21, 1952, the attention of the Secretary of the Treasury was called 
to the existence of this wool-top situation, and it was pointed out that under 
section 303 it was mandatory on him to levy a countervailing duty equal to the 
amount of the grants or bounties bestowed by virtue of the foreign multiple- 
exchange rates. This letter was signed by 25 Members of the ( ‘ongress, who, after 
reciting the provisions of-the statute, stated, “It is difficult to see how language 
can be more explicit.” A copy is appended hereto, marked “Exhibit A.” Since 
that time there has been no action by the Secretary, and after hearing the testi- 
mony of Mr. Frank A. Southard, Jr., Special Assistant to the Secretary of the 
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Treasury, before this committee on April 22, it is apparent that it would be un 
realistic to assume that the Secretary has any present intention of taking action 
under the statute. 

This matters of tops from Argentina and Uruguay was first presented to the 
Treasury by the National Association of Wool Manufacturers in November 1950 
(House hearings on H. R. 15385, p. 689). On December 14, 1951 (House hearings, 
p. 690) the Commissioner of Customs advised the National Association of Wool 
Manutacturers that it “was apparent” that grants or bounties within the meaning 
of section 303 did not result from the multiple exchange rates used by Argentina 
and Uruguay. Furthermore, he added, that he did not believe that Congress 
ever intended that segtion 303 take into consideration the field of foreign 
currencies. 

When the National Association of Wool Manufacturers questioned his decision, 
it was reaflirmed, thereby demonstrating that it was neither an off hand nor an ill- 
considered opinion. Therefore, as late as January 30, 1951, the Treasury, after 
examining the situation, concluded that section 308 could not be invoked against 
imports Subsidized through multiple-exchange rates. In connection with this firm 
conviction expressed in January 1951, it is interesting to read Mr. Southard’s 
statement to this committee on April 22: 

“As I have indicated earlier, the Treasury has always felt that it is possible 
for a foreign country to utilize a multiple-exchange-rate system in order to bestow 
such bounties or grants.” 

M~. Southard’s use of the word “always” is hardly reconcilable with the 
previous opinion of the Commissioner of Customs. Mr. Southard’s reasons for 
failure to invoke the statute are that investigations have not been conipleted 
investigations that concern themselves solely with foreign motives, and ignore 
the disastrous impact of the practice on Aimerican industry. Instead of dis- 
charging the mondatory duty under section 303, refuge is supplied by pointing 
out the difficulties and injustices which would result to the foreign country if 
the Treasury incorrectly assumed ihat the multiple rate was intended for 
fore'cn-trade advantage rather than domestic adjustment within the offending 
eovr vy. In this connection, Mr. Southard conjures the following thesis: 

“\Shen a country shifts to a system of multiple rates there may be a partial 
devaluation of the currency of the country in question or there may be a delib- 
erate taxing or other burdening of a portion of the exports, or both of the ele 
nents may be present. If a bounty or grant is involved, it will be im some of 
the cases of partial devaluation.” 

In other words, Mr. Southard feels that such truism presents a dilemma which 
should preclude saying that a bottle is “half empty” lest someone claim that it 
is “half full.’ He then marshals an array of injustices and consequences that 
would ensue to the foreign countries if the obverse were mistaken for the reverse. 
For fear of such error, the Treasury confines itself to the treadmill position 
of further investigations, additional information, and continnous studies. 

\ith refreshing realism, the Tariff Commission ignored such self-imposed 
dilemmas and coneluded that the Argentine multiple-exchange system was de- 
signed for the specific purpose fer which it is obviously used. In a report en 
titled “Economic Controls and Commercial Policy in Argentina,” the Tariff 
Commission states : 

“Paechange contrel.—During the past decade the most important instrument 
for the regulation of Argentine foreign trade has been the official control of 
foreign-exchange transactions, This control, which has had varied objectives 
has constituted but one phase of a national political and economic program 
perhaps more comprehensive and more aggressive than has been employed in 
any other country of Latin America. Exchange-control measures have been 
employed to stabilize the currency, to conserve and allocate exchange balances, 
to provide exchange for essential Government payments abroad, to raise revenue 
for the National Government, to protect selected domestic industries, to sub- 
sidize certain export products, and to extend preferential treatment to imports 
from countries with which Argentina has an export balance of trade.” 

No tax statute, no matter how ambiguous, ever imbued the degree of caution 
in the Commissioner of Internal Revenue which section 303 arouses in other 
parts of the Treasury. The Commissioner of Internal Revenue is ever alert 
to construe a tax statute in favor of the United States, and shifts the burden of 
proving error to the citizen who disagrees. 

The reluctance of the Treasury to couyply with the clear mandate of section 
803 apparently was first based on the belief expressed by the Commissioner of 
Customs; namely, that Congress never intended it to encompass foreign-cur 
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substantive changes in poliey which would work to the disadvantage of the fig 
growers, as well as other agricultural producers in the United States. We are 
specifically opposed to section 2, dealing with countervailing duties (see. 303 of 
the Tariff Act of 1930), and the Antidumping Act of 1921, section 13, dealing 
with the valuation of imports for customs purposes, and section 20, dealing with 
the conversion of foreign currencies for customs purposes. 

All three of these sections are substantive changes in policy and have no 
relationship to the avowed purpose of the bill, which is the simplification of 
customs procedures and practices. We feel that sections 2, 18, and 20 are not 
veriInane to a customs-simplification bill. We hope that the committee will elimi- 
nate these sections in reporting the bill to the Senate floor. 

In order to avoid undue repetition, the fig growers would like to endorse the 
testimony of John Breckinridge on behalf of the dehydrated-onion and garlic 
industry and the testimony of Mr. H. Warner Dailey on behalf of the Pin, Clip, 
and Fastener Association, both of which dealt with the same three sections of 
the bill to which we are opposed and gave adequate reasons therefor. 

The American tig growers have always had serious difficulty with unfair import 
competition and they are very much concerned that the laxness in the adminis- 
tration of existing laws designed for their protection, such as the Antidum) ing 
Act and the countervailing-duty statute, has resulted in a semiofficial license to 
foreign producers and/or government to subsidize and/or dump exports into the 
United States market at will. 

We at the appropriate time and at the appropriate place desire to make certain 
recommendations which would strengthen these and other statutes designed for 
the protection of American industries. However, we do not think our sugges- 
tions would be germane to a customs-simplification bill any more than are those 
suggestions of the administration involving substantive changes in foreign-trade 
policy. 

Liowever, we feel that this committee could be of great service to American 
industries by including in their report on this bill an admonition for the admin- 
istration to more vigorously administer the Antidumping Act of 1921 and the 
countervailing-duty statute for the benefit and protection of American producers. 
We feel that the committee already has adequate evidence that the administra- 
tion has ignored the protective purpose of these statutes and that many American 
industries are suffering very greatly thereby. 

We are most pleased that the letter from the committee advising us that we 
would be permitted to appear at the hearings stated that the committee had 
decided to limit the consideration of amendments to sections in the bill to those 
dealing purely with the simplification of customs procedures and practices. We 
hope that the committee will eliminate sections 2, 13, and 20 from the bill. 


The CHarmMan. That is the end of the hearings, gentlemen. Thank 
you very much. 


. 


(Whereupon, at 11:45 a. m., the hearings were adjourned. ) 





